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DEPARTMENT OF STATE NONDISCRIMINATION POLICY STATEMENT

Pursuant to its policy of nondiscrimination, the Department of State does not discriminate on the basis of
race, sex, religion, color, national or ethnic origin, age, disability, or military service in its policies, or in the
admission or access to, or treatment or employment in, its programs, services, or activities.

Equal Employment Opportunity/Affirmative Action inquiries or complaints should be directed to the Depart-
ment of State, Bard G. Fisher, EEO/AA Coordinator, 7th Floor, Snodgrass-Tennessee Tower, 312 Eighth
Avenue North, Nashville, TN, 37243-0311 or call (615) 741-7411, Tennessee Relay Center TDD 1-800-848-
0298, Voice 1-800-848-0299. ADA inquiries or complaints should be directed to Mr. Fisher at the above
mentioned location.

PUBLIC INSPECTION OF DOCUMENTS

A certified copy of each document filed with the Department of State, Division of Publications is available
for public inspection from 8 A.M. to 4:30 P.M., Monday through Friday. Copies of documents may be made
at a cost of 25 cents per page and $2 for the certification page, payable in advance if requested. The Divi-
sion of Publications is located on the Eighth Floor, Snodgrass-Tennessee Tower, 312 Eighth Avenue North,
Nashville, TN 37243 - 0310. Telephone inquiries may be made by calling (615) 741-0522, Tennessee Relay
Center TDD 1-800-848-0298, Voice 1-800-848-0299. Individuals with disabilities who wish to inspect these
filings should contact the Division of Publications to discuss any auxiliary aids or services needed to facilitate
such inspection. Such contact may be made in person, by writing, telephonically or otherwise and should
be made at least ten (10) days in advance of the date such party intends to make such inspection to allow
time for the Division of Publications to provide such aid or service.



PREFACE

The Tennessee Administrative Register (T.A.R) is an official publication of the Tennessee Department of
State. The T.A.R. is compiled and published monthly by the Department of State pursuant to Tennessee
Code Annotated, Title 4, Chapter 5. The T.A.R contains in their entirety or in summary form the following: (1)
various announcements (e.g. the maximum effective rate of interest on home loans as set by the Department
of Commerce and Insurance, formula rate of interest and notices of review cycles); (2) emergency rules;
(3) proposed rules; (4) public necessity rules; (5) notices of rulemaking hearings and (6) proclamations of
the Wildlife Resources Commission.

Emergency Rules are rules promulgated due to an immediate danger to the public health, safety or welfare.
These rules are effective immediately on the date of filing and remain in effect thereafter for up to 165 days.
Unless the rule is promulgated in some permanent form, it will expire after the 165-day period. The text
or a summary of the emergency rule will be published in the next issue of the T.A.R. after the rule is filed.
Thereafter, a list of emergency rules currently in effect will be published.

Proposed Rules are those rules the agency is promulgating in permanent form in the absence of a rulemaking
hearing. Unless a rulemaking hearing is requested within 30 days of the date the proposed rule is published
in the TA.R., the rule will become effective 105 days after said publication date All rules filed in one month
will be published in the T.A.R. of the following month.

Public Necessity Rules are promulgated to delay the effective date of another rule that is not yet effective,
to satisfy constitutional requirements or court orders, or to avoid loss of federal programs or funds. Upon
filing, these rules are effective for a period of 165 days. The text or summary of the public necessity rule
will be published in the next issue of the T.A.R. Thereafter, a list of public necessity rules currently in effect
will be published.

Once a rule becomes effective, it is published in its entirety in the official compilation-Rules and Regulations
of the State of Tennessee. Replacement pages for the compilation are published on a monthly basis as new
rules or changes in existing rules become effective.

Wildlife Proclamations contain seasons, creel, size and bag limits, and areas open to hunting and/or fish-
ing. They also establish wildlife and/or public hunting areas and declare the manner and means of taking.
Since Wildlife Proclamations are published in their entirety in the T A.R., they are not published in the official
compilation-Rules and Regulations of the State of Tennessee.

Reproduction - There are no restrictions on the reproduction of official documents appearing in the Ten-
nessee Administrative Register.
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l.
Il. Scope

ANNOUNCEMENTS

OFFICE OF THE ATTORNEY GENERAL OF THE STATE OF TENNESSEE

ATTORNEY GENERAL’S GUIDELINES
FOR EVALUATION OF PROPOSED REGULATORY
OR ADMINISTRATIVE ACTIONS TO AVOID
UNCONSTITUTIONAL TAKINGS OF PRIVATE PROPERTY

TABLE OF CONTENTS

IIl. General Principles

A. Constitutional and Statutory Framework
B. Nature of a Taking

1. Physical Occupancy
2. Physical Invasion .
3. Regulatory Takings

C. Special Situations and Suggested Procedures

1. Permitting and Certification Programs
2. Assessing Economic Impact of Regulation
3. The “Parcel as a Whole” Analysis

PURPOSE

These guidelines are submitted by the Office of the Attorney General pursuant to Chapter 924 of
the Public Acts of 1994 (codified at T.C.A. § 12-1-201, et seq.). Section 4 of the Act requires the
Attorney General to develop guidelines to assist state agencies in the identification and evaluation
of government actions that may result in an unconstitutional taking of private property, in order to
avoid an unnecessary burden on the public treasury and unwarranted interference with private
property rights. The guidelines establish a basic framework for agencies to use in their internal
evaluations of the takings implications of administrative and regulatory policies and actions. The
guidelines do not prevent an agency from making an independent decision about proceeding with
a specific policy or action which the decisionmaker determines is authorized by law.

These guidelines are intended solely as internal and predecisional management aids for agency
decisionmakers and should not be construed as an opinion by the Attorney General on whether a
specific action constitutes a taking. A private party shall not be deemed to have a cause of action
against an agency for failure to follow any suggested procedures contained in the guidelines.

SCOPE

An agency should evaluate, for their takings implications, its administrative and regulatory poli-
cies and actions that affect, or may affect, the use or value of private real property in accordance
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with the framework established in these guidelines, including, but not limited to, regulations that
propose or implement licensing, permitting or certification requirements, conditions or restrictions
otherwise imposed by an agency on private property use, and any actions relating to or causing
the physical occupancy or invasion of private property. These guidelines are limited to examina-
tion of takings of private real property and are not intended to govern or affect issues such as
validity of searches or investigative or discovery demands which are controlled by other statutory
and constitutional law.

The following policies and actions are excluded from evaluation under these guidelines:
1. The exercise of the power of eminent domain;

2. The forfeiture or seizure of private property by law enforcement agencies as evidence of a
crime or for violations of law;

3. Orders issued by a state agency or court of law that result from a violation of law and that
are authorized by statute; and

4. The discontinuation of government programs.

Examples of agency actions that would be excluded under these guidelines include, but are not
limited to, tax enforcement and collection activities pursuant to T.C.A. § 67-1-1401, et seq, or
other authority.

lil. GENERAL PRINCIPLES
A. Constitutional and Statutory Framework

The Fifth Amendment to the United States Constitution provides that private property shall not
be taken for public use without just compensation. Article 1, Section 21 of the Tennessee Con-
stitution provides that “[nJo man’s particular services shall be demanded, or property taken, or
applied to public use, . . . without just compensation. . . .” The government may not, therefore,
take property except for public purposes within its constitutional authority and only upon payment
of just compensation.

The State has historically used its power of eminent domain under T.C.A. § 29-16-101, et seq.
to acquire private property for a public purpose, such as a highway or recreation area, and in so
doing has compensated property owners through a formal condemnation proceeding. The gov-
ernment, however, may also become liable for payment of just compensation to private property
owners without the initiation of formal proceedings, when private property has either been physi-
cally occupied or invaded by the government on a permanent or temporary basis, or so affected
by governmental regulation as to have been effectively taken despite the fact the government
has neither physically invaded, confiscated nor occupied the property. In contrast to the formal
exercise of eminent domain, the private property owner can obtain compensation by filing an
“‘inverse condemnation” suit.

B. Nature of a Taking
A taking of private property rights may occur when permanent or temporary government actions

result in the physical occupancy of property, the physical invasion of property, either directly or
indirectly (see discussion in B. 2. below), or the regulation of property.
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Physical Occupancy

As a general rule, a physical occupation of property by the government which is permanent
is a taking, regardless of how slight the occupancy, the minimal economic impact on the
property owner or whether the government action achieves an important public benefit.
Aside from formal condemnation exercises, examples of physical occupancy takings include
permanent utility easements and access easements. In some circumstances, however, even
a temporary access easement may be deemed to be a physical taking. See discussion in
B. 2. below.

Physical Invasion

The concept of permanent physical occupation does not necessarily require that in every
instance the occupation be exclusive or continuous and uninterrupted. Physical invasions
of property may also give rise to a taking where the invasions are of a recurring and sub-
stantial nature, or of finite duration, and thereby amount to temporary takings. Examples of
physical invasion takings may include, among others, flooding and water related intrusions
resulting from government projects, access easements, and aviation easement intrusions.
The last example is not necessarily limited to direct overflights, but may result where there
is continuous interference, through noise, pollution or vibration, with the beneficial use and
enjoyment of property. Moreover, the government action that causes a physical invasion
must result from some purposeful or intentional action for a taking to exist.

Regulatory Takings

Land use regulations that affect the value, use, or transfer of private property may constitute
a taking if the regulations are adjudged to go too far. The greater the deprivation of use,
the greater the likelihood that a taking will be found.

While there is no set formula for determining when government action constitutes a taking,
an agency should consider the following criteria:

a.  Whether the regulation denies the landowner all economically viable use of his prop-
erty or substantially interferes with his reasonable investment-backed expectations.
In this regard, the timing of the regulatory enactment with respect to the landowner’s
acquisition of title may be relevant, but not necessarily dispositive.

b.  Whether the regulation is not reasonably related or roughly proportional to the projected
impact of the landowner’s proposed use of the property. Regulation of an individual’s
property that conditions approval of a permit/development on the dedication of some
property to public use must not be disproportionate to the degree to which the individ-
ual’s property use is contributing to the overall problem. The less direct, immediate
and demonstrable the contribution of the property-related activity to the harm to be
addressed, the greater the risk that a taking will be found.

c.  The degree to which a regulatory action closely resembles, or has the effect of, physi-
cal invasion or occupation of property. For example, an intended policy or action that
totally abrogates an essential property interest, such as the right to exclude others
by imposing an access easement, may, in certain circumstances, constitute a taking.
See discussion in B. 2. above and C. 1. below.
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Special Situations and Suggested Procedures

When implementing a regulatory policy or action and evaluating the takings implications of that
policy or action, agencies should consider the following special factors and suggested proce-
dures:

1.

Permitting and Certification Programs

The programs of many agencies require private parties to obtain permits or certification
before making specific uses of, or acting with respect to, private property. An agency may
place conditions on the granting of such permits or certification, or deny the same, without
necessarily effecting a taking for which compensation is due, however, the agency should
first consider the following factors in determining whether a taking may result:

a.

Whether the government action will deprive the owner of essentially all economically
viable or productive use of his property (see discussion below in C. 2. regarding eco-
nomic impact of regulation); and

The degree to which the state imposed restriction interferes with the owner’s reason-
able investment-backed expectations; and

Whether the condition imposed by the government will result in a permanent physical
occupation or invasion of the property, such as an access easement; and

Whether a condition that requires a dedication of property to public use is reasonably
related or roughly proportional to the projected impact of the landowner’s proposed
use of the property. Where public health and safety is the asserted regulatory pur-
pose, then the health and safety risk posed by the property use must be identified with
as much specificity as possible and should be real and substantial, and not merely
speculative.

Assessing Economic Impact of the Regulation as Applied

In assessing whether a proposed policy or action may effect a taking of private property,
an agency may want to consider the economic impact of a regulation by examining the
following factors:

a.

The character and present use of the property, as well as the character and anticipated
duration of the proposed or intended government action; and

The likely degree of economic impact on all identified property and economic interests.
A mere diminution in the value of the property to be regulated by the government’s
denial of the highest and best use of the property will not generally, by itself, amount to
a taking (but see discussion below in C. 3. regarding the “parcel as a whole”); and

Whether the proposed policy or action carries benefits to the private property owner
that offset or otherwise mitigate the adverse economic impact of the proposed policy
or action; and

Whether alternative actions are available that would achieve the underlying lawful
governmental objective and would have a lesser economic impact.



(07-36)

ANNOUNCEMENTS

The “Parcel as a Whole” Analysis

In determining the economic impact of a proposed or intended government action, an agency
should consider the impact on the “parcel as a whole,” and not merely the part of the parcel
that is subject to regulation. The parcel as a whole is not limited by its geographic dimen-
sions, but also has a temporal aspect defined by the term of years of the owner’s interest in
the land. Generally, if an owner has been denied economic use of a segment of a parcel,
but retains viable economic use of other segments of the same parcel, a taking may not
result.

Paul G. Summers
Attorney General

July 19, 2005
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DEPARTMENT OF FINANCIAL INSTITUTIONS - 0180

ANNOUNCEMENT OF FORMULA RATE OF INTEREST

Pursuant to the provisions of Chapter 464, Public Acts of 1983, the Commissioner of Financial Institutions
hereby announces that the formula rate of interest is 10.25%.

This announcement is placed in the Tennessee Administrative Register for the purpose of information only
and does not constitute a rule within the meaning of the Uniform Administrative Procedures Act.

Kevin P. Lavender

DEPARTMENT OF FINANCIAL INSTITUTIONS - 0180

ANNOUNCEMENT OF MAXIMUM EFFECTIVE RATE OF INTEREST

The Federal National Mortgage Association has discontinued its free market auction system for commitments
to purchase conventional home mortgages. Therefore, the Commissioner of Financial Institutions hereby
announces that the maximum effective rate of interest per annum for home loans as set by the General As-
sembly in 1987, Public Chapter 291, for the month of September 2005 is 8.42 percent per annum.

The rate as set by the said law is an amount equal to four percentage points above the index of market
yields of long-term government bonds adjusted to a thirty (30) year maturity by the U. S. Department of the
Treasury. For the most recent weekly average statistical data available preceding the date of this announce-
ment, the calculated rate is 4.42 percent.

Persons affected by the maximum effective rate of interest for home loans as set forth in this notice should
consult legal counsel as to the effect of the Depository Institutions Deregulation and Monetary Control Act
of 1980 (P.L. 96-221 as amended by P.L. 96-399) and regulations pursuant to that Act promulgated by the
Federal Home Loan Bank Board. State usury laws as they relate to certain loans made after March 31,
1980, may be preempted by this Act.

Kevin P. Lavender

10
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GOVERNMENT OPERATIONS COMMITTEES
ANNOUNCEMENT OF PUBLIC HEARINGS

For the date, time, and, location of this hearing of the Joint Operations committees, call 615-741-3642.
The following rules were filed in the Secretary of State’s office during the previous month. All persons
who wish to testify at the hearings or who wish to submit written statements on information for inclusion
in the staff report on the rules should promptly notify Fred Standbrook, Suite G-3, War Memorial Building,
Nashville, TN 37243-0059, (615) 741-3072.

11
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SEQ. | DATE | DEPARTMENT TYPE OF DESCRIPTION RULE NUMBER LEGAL EFFECTIVE DATE
NO. FILED | AND DIVISION FILING AND RULE TITLE CONTACT
07-01 | July 1, | 1240 Public Amendments Chapter 1240-1-50 Phyliss Simpson July 1, 2005 through
2005 Human Services Necessity Financial Eligibility Requirements Families First Citizens Plaza Bldg Dec 13, 2005
Family Assistance Division Rules Program 15th FI
1240-1-50-.20 Standard of Need/Income 400 Deaderick St
Nashville Tn 37248-0006
313-6673
07-02 | July 1, | 1240 Rulemaking Amendments Chapter 1240-2-3 Kim Beals Sept 15, 2005
2005 Human Services Hearing Rules Miscellaneous IV-D Citizens Plaza Bldg 15th FI
Child Support Division 1240-2-3-.02 Federal Tax Refund Intercept 400 Deaderick St
Program Nashville TN 37248-0006
313-4731
07-03 | July 1, | 0620 Public Amendments Chapter 1200-13-1 George Woods July 1, 2005 through
2005 Finance and Administration Necessity General Rules Bureau of TennCare Dec 13, 2005
Bureau of TennCare Rules 1200-13-1-.03  Amount, Duration, and Scope of 310 Great Circle Road
Assistance Nashville, TN 37243
(615) 507-6446
07-04 | July 1, | 0620 Public Amendments Chapter 1200-13-13 George Woods July 1, 2005 through
2005 Finance and Administration Necessity TennCare Medicaid Bureau of TennCare Dec 13, 2005
Bureau of TennCare Rules 1200-13-13-.04 Covered Services 310 Great Circle Road
Nashville, TN 37243
(615) 507-6446
07-05 | July 1, | 0620 Public Amendments Chapter 1200-13-13 George Woods July 1, 2005 through
2005 Finance and Administration Necessity TennCare Medicaid Bureau of TennCare Dec 13, 2005
Bureau of TennCare Rules 1200-13-13-.05 Enrollee Cost Sharing 310 Great Circle Road
Nashville, TN 37243
(615) 507-6446
07-06 | July 1, | 0620 Public Amendments Chapter 1200-13-14 George Woods July 1, 2005 through
2005 Finance and Administration Necessity TennCare Standard Bureau of TennCare Dec 13, 2005
Bureau of TennCare Rules 1200-13-14-.04 Covered Services 310 Great Circle Road
Nashville, TN 37243
(615) 507-6446
07-07 | July 1, | 0620 Public Amendments Chapter 1200-13-14 George Woods July 1, 2005 through
2005 Finance and Administration Necessity TennCare Standard Bureau of TennCare Dec 13, 2005
Bureau of TennCare Rules 1200-13-14-.05 Enrollee Cost Sharing 310 Great Circle Road

Nashville, TN 37243
(615) 507-6446

12
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SEQ. | DATE | DEPARTMENT TYPE OF DESCRIPTION RULE NUMBER LEGAL EFFECTIVE DATE
NO. FILED | AND DIVISION FILING AND RULE TITLE CONTACT
07-08 | July 6, | 0620 Public Chapter 1200-13-14 George Woods July 6, 2005 through
2005 Finance and Administration Necessity TennCare Standard Bureau of TennCare Nov 20. 2005
Bureau of TennCare Rules 1200-13-14-.12 Other Appeals By TennCare 310 Great Circle Road
Applicants and Enrollees Nashville, TN 37243
(615) 507-6446
07-09 | July 6, | 0620 Public Chapter 1200-13-13 George Woods July 6, 2005 through
2005 Finance and Administration Necessity TennCare Medicaid Bureau of TennCare Nov 20, 2005
Bureau of TennCare Rules 1200-13-13-.12 Other Appeals By TennCare 310 Great Circle Road
Applicants and Enrollees Nashville, TN 37243
(615) 507-6446
07-11 | July 1660 Rulemaking Amendments Chapter 1660-1-8 Sheryl Holtam Sept 25, 2005
12, Wildlife Resources Agency Hearing Rules Rules and Regulations of Hunts TWRA
2005 1660-1-8-.03 Permit Requirements — Wildlife P.O. Box 40747
Management Areas And Refuges Nashville TN 37204
1660-1-8-.05 Permit Applications and Drawings (615) 781-6606
07-12 | July 1660 Rulemaking New Rule Chapter 1660-1-15 Sheryl Holtam Sept 25, 2005
12, Wildlife Resources Agency Hearing Rules Animal Importation TWRA
2005 1660-1-15-.02 Importation of Wildlife Carcasses, | P.O. Box 40747
Parts, and Products Nashville TN 37204
(615) 781-6606
07-13 | July 0800 Petition for Chapter 0800-2-18 Sept 27, 2005
13, Labor and Workforce Rulemaking Medcal Fee Schedule
2005 Development Hearing Chapter 0800-2-17
Workers’ Compensation Medical Cost Containment Program
TN Medical Assoc.
07-14 | July 1220 Rulemaking New Rule Chapter 1220-4-1 J. Richard Collier Sept 27, 2005
14, Tennessee Regulatory Authority | Hearing Rules General Public Utility Rules General Counsel
2005 1220-4-1-.08  Name Changes for Public Utilities | TRA
460 J Robertson Pkwy
Nashville TN 37343
(615) 741-2904 ext 170
07-16 | July 1200 Rulemaking Amendment Chapter 1200-13-13 George Woods Sept 27, 2005
14, Finance and Administration Hearing Rules TennCare Medicaid Bureau of TennCare
2005 Bureau of TennCare 1200-13-13-.01 Definitions 310 Great Circle Road

Nashville, TN 37243
(615) 741-0145

13
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SEQ. | DATE | DEPARTMENT TYPE OF DESCRIPTION RULE NUMBER LEGAL EFFECTIVE DATE
NO. FILED | AND DIVISION FILING AND RULE TITLE CONTACT
07-17 | July 0620 Rulemaking Amendments Chapter 1200-13-14 George Woods Sept 27, 2005
14, Finance and Administration Hearing Rules TennCare Standard Bureau of TennCare
2005 Bureau of TennCare 1200-13-14-.01 Definitions 310 Great Circle Road
Nashville, TN 37243
(615) 741-0145
07-18 | July 1200 Rulemaking Amendment Chapter 1200-13-13 George Woods Oct 3, 2005
20, Finance and Administration Hearing Rules TennCare Medicaid Bureau of TennCare
2005 Bureau of TennCare 1200-13-13-.01 Definitions 310 Great Circle Road
Nashville, TN 37243
(615) 741-0145
07-19 | July 0620 Rulemaking Amendments Chapter 1200-13-14 George Woods Oct 3, 2005
20, Finance and Administration Hearing Rules TennCare Medicaid Bureau of TennCare
2005 Bureau of TennCare 1200-13-14-.01 Definitions 310 Great Circle Road
Nashville, TN 37243
(615) 741-0145
07-25 | July 0080 Emergency New RUIle Chapter 0080-2-1 Phyllis Childs July 25, 2005 through
25, Agriculture Rules Health Requirements For Admission And Department of Agriculture Jan 6, 2006
2005 Division of Animal Industries Transportation Of Lifestock And Poultry P. O. Box 40627

0080-2-1-.17 Restrictions on Shipments From
Known Vesicular Stomatitis

States or Regions

Nashville, TN 37204
615-837-5280

14
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SEQ.
NO.

DATE
FILED

DEPARTMENT
AND DIVISION

TYPE OF
FILING

DESCRIPTION

RULE NUMBER
AND RULE TITLE

LEGAL
CONTACT

EFFECTIVE DATE

07-26

July
25,
2005

1040

State Oil and Gas Board

Rulemaking
Hearing Rules

Amendments

New Rule

Repeals

Chapter 1040-2-2 Through 1040-8-1
1040-2-2-.02 Drilling Permits

1040-2-2-.04 Plug and Abandon Permit
1040-2-3-.01 Preparing Plats

1040-2-4-.01 Well Spacing

1040-2-5-.01 Posting a Sign

1040-2-7-.02 Surface Casing

1040-2-7-.03 Production Casing
1040-2-9-.01 Plugging Wells

1040-2-9-.02 Inspection

1040-2-9-.03 Deliverability Test
1040-3-1-.01 Time Limit For Well Completion
1040-3-1-.02 Application For Permit
1040-3-2-.02 Connections

1040-3-2-.04 Subsurface Safety Valves
1040-3-3-.01 Safety

1040-3-3-.02 Pollution and Safety Controls
1040-4-2-.02 Gauging

1040-4-3-.05 Monthly Reporting-Producers
1040-4-3-.06 Monthly Reporting-Transporters
1040-4-3-11 Monthly Reports-Gas
1040-7-1-.01 Report and Permit Forms
1040-8-1-.10 Method of Determinations

Chapter 1040-2-10
Filing of Well Data, Reports and Maps
1040-2-10-.06  Annual Well Report

1040-2-2-.03 Multiple Completion Permit
1040-3-1-.08 Multiple Completions
1040-3-1-.09 Tubingless Completions
1040-3-2-.01 Tubing and Completion
1040-4-2-.09 Required Records
1040-4-2-.10 Reporting Wells Off Production
1040-4-2-.11 Computing Quantities
1040-4-2-.12 Combined Correction Tables
1040-4-3-.03 Authorization to Transport
1040-4-3-.04 Transporter’'s Connecting to Leases
1040-4-3-.07 Monthly Reporting-Storers

David L. Henry,
OGC
Environment &
Conservation
(615) 532-0131

Oct 8, 2005

15
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SEQ. | DATE | DEPARTMENT TYPE OF DESCRIPTION RULE NUMBER LEGAL EFFECTIVE DATE
NO. FILED | AND DIVISION FILING AND RULE TITLE CONTACT
07-32 | July 0780 Emergency New Rules Chapter 0780-1-88 John F. Morris July 26, 2005 through
26, Commerce and Insurance Rules Tennessee Health Insurance Portability, Availability | Commerce and Insurance Jan 7, 2006
2005 Division of Insurance and Renewability Regulations 500 James Robertson Pkwy
0780-1-88-.01 Purpose and Scope 5th FI Davy Crockett Twr
0780-1-88-.02 Definitions Nashville TN 37243
0780-1-88-.03 Producer Compensation 615-741-2199
0780-1-88-.04 Penalties
0780-1-88-.05 Severability
07-37 | July 1200 Rulemaking Amendments Chapter 1200-8-1 Ernest Sykes, Jr. Oct 10, 2005
28, Health Hearing Rules Standards for Hospitals Asst. General Counsel
2005 Board for Licensing Health Care 1200-8-1-.07, Optional Hospital Services Department of Health
Facilities Office of General Counsel
26th Floor, Tennessee
Tower
212 Eighth Avenue North
Nashville, TN 37247-0120
615-532-7156
07-38 | July 0620 Rulemaking Amendments Chapter 1200-13-14 George Woods Oct 11, 2005
28, Finance and Administration Hearing Rules TennCare Standard Bureau of TennCare
2005 Bureau of TennCare 1200-13-14-.01 Definitions 310 Great Circle Road
1200-13-14-.11 Appeal of Adverse Actions Nashville, TN 37243
Affecting TennCare Services or (615) 507-6446
Benefits
07-39 | July 0620 Rulemaking Amendments Chapter 1200-13-14 George Woods Oct 11, 2005
28, Finance and Administration Hearing Rules TennCare Standard Bureau of TennCare
2005 Bureau of TennCare 1200-13-14-.02 Eligibility 310 Great Circle Road
Nashville, TN 37243
(615) 507-6446
07-40 | July 0620 Rulemaking Amendments Chapter 1200-13-13 George Woods Oct 11, 2005
28, Finance and Administration Hearing Rules TennCare Medicaid Bureau of TennCare
2005 Bureau of TennCare 1200-13-13-.01 Definitions 310 Great Circle Road

1200-13-13-.11 Appeal of Adverse Actions
Affecting TennCare Services or

Benefits

Nashville, TN 37243
(615) 507-6446

16
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SEQ. | DATE | DEPARTMENT TYPE OF DESCRIPTION RULE NUMBER LEGAL EFFECTIVE DATE
NO. FILED | AND DIVISION FILING AND RULE TITLE CONTACT
07-41 | July 0620 Rulemaking Amendments Chapter 1200-13-13 George Woods Oct 11, 2005
28, Finance and Administration Hearing Rules TennCare Medicaid Bureau of TennCare
2005 Bureau of TennCare 1200-13-13-.02 Eligibility 310 Great Circle Road
1200-13-13-.03 Enroliment, Disenroliment, Re-en- Nashville, TN 37243
rollment, and Reassignment (615) 507-6446
07-42 | July 1680 Rulemaking Amendment Chapter 1660-1-28 Sheryl Holtam Oct 12, 2005
29, Tennessee Wildlife Resources Hearing Rules Rules and Regulations Governing Licenses, Per- TWRA
2005 Agency mits and Fees P.O. Box 40747
1660-1-28-.04 Miscellaneous Licenses, Permits Nashville TN 37204
and Fees (615) 781-6606
07-43 | July 0620 Public Amendment. Chapter 1200-13-13 George Woods July 29. 2005 through
29, Finance and Administration Necessity TennCare Medicaid Bureau of TennCare Jan 10, 2006
2005 Bureau of TennCare Rules 1200-13-13-.08 Providers 310 Great Circle Road
Nashville, TN 37243
(615) 507-6446
07-44 | July 0620 Public Amendment. Chapter 1200-13-13 George Woods July 29. 2005 through
29, Finance and Administration Necessity TennCare Medicaid Bureau of TennCare Jan 10, 2006
2005 Bureau of TennCare Rules 1200-13-13-.11 Appeal of Adverse Actions 310 Great Circle Road
Affecting TennCare Services or Nashville, TN 37243
Benefits (615) 507-6446
07-45 | July 0620 Public Amendment. Chapter 1200-13-14 George Woods July 29. 2005 through
29, Finance and Administration Necessity TennCare Standard Bureau of TennCare Jan 10, 2006
2005 Bureau of TennCare Rules 1200-13-14-.08 Providers 310 Great Circle Road
Nashville, TN 37243
(615) 507-6446
07-46 | July 0620 Public Amendment. Chapter 1200-13-14 George Woods July 29. 2005 through
29, Finance and Administration Necessity TennCare Standard Bureau of TennCare Jan 10, 2006
2005 Bureau of TennCare Rules 1200-13-14-.11 Appeal of Adverse Actions Affecting | 310 Great Circle Road

TennCare Services or Benefits

Nashville, TN 37243
(615) 507-6446
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ANNOUNCEMENTS

TENNESSEE HEALTH SERVICES AND DEVELOPMENT AGENCY - 0720
NOTICE OF BEGINNING OF REVIEW CYCLE

Visit the Tennessee Health Services and Development Agency web site at: http://www.state.tn.us/hsda/ for
the latest Notice of Beginning of Review Cycle.
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ANNOUNCEMENTS

TENNESSEE DEPARTMENT OF LABOR AND WORKFORCE DEVELOPMENT - 0800
WORKERS’ COMPENSATION DIVISION

Andrew Johnson Tower, Second Floor
710 James Robertson Parkway
Nashville, TN 37243-0661

Department of State

Tennessee Tower, William Snodgrass Tower, Eighth Floor
312 8th Avenue North

Nashville, TN 37243

Re: CHAPTER 0800-2-18 MEDICAL FEE SCHEDULE and CHAPTER 0800-2-17 MEDICAL COST CON-
TAINMENT PROGRAM- Proposed Rules published in the June 2005 Tennessee Administrative Register
To Whom It May Concern:

On behalf of the Tennessee Medical Association, an organization comprised of 6500 members. | am hereby
petitioning for a public hearing on the proposed rules establishing a permanent medical fee schedule and
medical cost containment program in Tennessee Workers’ Compensation program.

Sincerely,

Randall L. Holcomb, M. D.
Chairman TMA Workers’ Compensation Task Force

Filed July 13, 2005 (07-13)
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EMERGENCY RULES

EMERGENCY RULES NOW IN EFFECT
FOR TEXT OF EMERGENCY RULE SEE T.A.R. CITED

1240 - Department of Human Services - Child Support Services Division - Emergency rules pertaining to
the calculation of additional expenses in split parenting cases and cases where parenting time is
divided on a 50/50 basis, chapter 1240-2-4 Child Support Guidelines, 4 T.A.R., (April 2005) - Filed
March 3, 2005; effective through August 15, 2005.

1360 - Department of State - Division of Charitable Solitation - Charitable gaming Division - Emergency
rules covering procedures for filing applications, amendments and financial accounting reports for
organizations exempt from federal income taxation pursuant to Section 501(c)(3) of the Internal
Revenue Code (IRC) who have been authorized by the Tennessee General Assembly to operate
charitable gaming events, chapter 1360-3-2 Procedures for Operating Gaming Events, 4 TA.R.,
(April 2005) - Filed March 4, 2005; effective through August 16, 2005.
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EMERGENCY RULES

THE DEPARTMENT OF AGRICULTURE - 0080
DIVISION OF ANIMAL INDUSTRIES

CHAPTER 0080-2-1
HEALTH REQUIREMENTS FOR ADMISSION AND
TRANSPORTATION OF LIVESTOCK AND POULTRY

STATEMENT OF NECESSITY REQUIRING EMERGENCY RULES

Pursuant to Tenn. Code Ann. §4-5-208, the Tennessee Department of Agriculture is promulgating emergency
rules in response to the threat of Vesicular Stomatitis introduction into the State of Tennessee.

The Tennessee Department of Agriculture, after research and communication with United States Department
of Agriculture and its counterparts in other states, has determined that there is the potential for an immediate
threat to animal health and the economic interests of Tennessee necessitating the implementation of the
following emergency rules.

Vesicular Stomatitis has been confirmed in horses in portions of central Texas, Arizona, Utah, and New
Mexico. Vesicular Stomatitis is a viral disease primarily affecting cattle, horses and swine and occasionally
affects sheep and goats. Humans may also become infected if infected animals are handled. Affected
livestock have blister-like lesions in the mouth, lips, nostrils, hooves and teats. As the blisters break, raw
tissue is painful and may lead to loss of appetite and lameness. The disease causes significant economic
loss to livestock producers and is of special concern because clinical signs are similar to foot and mouth
disease. Owners and producers in states experiencing an outbreak of Vesicular Stomatitis are subjected
to potentially devastating restrictions on sale and movement of their livestock. Additionally, if the disease
spreads exports of U. S. livestock in world markets will be severely impacted.

In order to protect Tennessee livestock from the incursion of this disease and to participate with other states
in curtailing the spread of the disease into other parts of the country, the following emergency measures
are being imposed upon all hoofed animals entering Tennessee from states having confirmed cases of
Vesicular Stomatitis.

For copies of the text of the emergency rule, contact: Dr. Ronald B. Wilson, State Veterinarian, Department
of Agriculture, P. O. Box 40627, Nashville, Tennessee, 37204, 615-837-5120.

Ronald B. Wilson, D.V.M.

State Veterinarian
State of Tennessee
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EMERGENCY RULES
OF THE DEPARTMENT OF AGRICULTURE
DIVISION OF ANIMAL INDUSTRIES

CHAPTER 0080-2-1
HEALTH REQUIREMENTS FOR ADMISSION AND
TRANSPORTATION OF LIVESTOCK AND POULTRY

NEW RULE
TABLE OF CONTENTS

0080-2-1-.17 Restrictions on Shipments From Known Vesicular Stomatitis States or Regions

0080-2-1-.17

OR REGIONS

RESTRICTIONS ON SHIPMENTS FROM KNOWN VESICULAR STOMATITIS STATES

(1) Importation of livestock from a known vesicular stomatitis state or region as designated by the
United States Department of Agriculture shall be restricted as follows:

(@)

(b)

No hoofed livestock may enter Tennessee if vesicular stomatitis has been diagnosed within
ten (10) miles of the premise of origin since January 1, 2005.

All hoofed livestock originating from a location greater than ten (10) miles, but less than one
hundred (100 miles), from a premise where vesicular stomatitis has been diagnosed since
January 1, 2005, are subject to the following requirements:

1.

Livestock for shipment shall be examined by an accredited veterinarian to determine
that they are free from vesicular stomatitis and shall be accompanied by a Certificate
of Veterinary Inspection with the following written statement signed by that accredited
veterinarian:

“All animals identified on this Certificate of Veterinary Inspection have been examined
and found to be free from vesicular stomatitis. During the past 30 days, these animals
have neither been exposed to vesicular stomatitis nor located within ten (10) miles of
a premise where vesicular stomatitis has been diagnosed.”

Evidence of a negative test for vesicular stomatitis conducted within ten (10) days of
shipment is required.

An entry permit number must be obtained from the Tennessee Department of Agricul-
ture by calling 615/837-5120 during normal working hours and must be recorded on
the Certificate of Veterinary Inspection for each livestock shipment.

All livestock meeting these requirements will be quarantined upon entry into Tennes-
see for at least fourteen (14) days, and then inspected by an accredited veterinarian
and found to be free of disease prior to release from the quarantine.

Authority: T.C.A. §§ 44-2-102 and 4-3-203.

The emergency rules set out herein were properly filed in the Department of State 25th day of July, 2005,
and will be effective from the date of filing for a period of 165 days. These emergency rules will remain in
effect through the day 6th day of January, 2006. (07-25)
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THE DEPARTMENT OF COMMERCE AND INSURANCE - 0780
DIVISION OF INSURANCE

CHAPTER 0780-1-88
TENNESSEE HEALTH INSURANCE PORTABILITY, AVAILABILITY AND RENEWABILITY REGULA-
TIONS

STATEMENT OF EMERGENCY REQUIRING EMERGENCY RULES

Pursuant to T.C.A. § 4-5-208, | am promulgating emergency rules with respect to proper standards for health
insurance issuers in paying insurance producers that sell contracts of health insurance coverage mandated
pursuant to T.C.A. §§ 56-7-2801, et seq. The general rulemaking authority is given to me pursuant to T.C.A.
§ 56-7-2814 which authorizes me to promulgate rules as may be necessary to ensure compliance with the
federal Health Insurance Portability and Accountability Act of 1996 (HIPAA) as well as any rules necessary
to carry out the proper administration of the Tennessee Health Insurance Portability, Availability and Renew-
ability Act, T.C.A. §§ 56-7-2801, et seq.

| have become aware that some issuers are attempting to discourage the offering of policies to HIPAA-eligible
individuals in the individual market or to small groups containing high risk individuals, by withholding com-
missions from producers for sales to such individuals or small groups. The federal Center for Medicare and
Medicaid Services (CMS), formerly the Health Care Financing Association (HCFA), has previously determined
and published its conclusion that paying producers less through all forms of agent compensation (commis-
sions, bonuses, or other rewards) for high risk individuals and groups than it pays for those with better risk
profiles, constitutes a circumvention of the insurance reform provisions of HIPAA. CMS has declared such
actions to be violative of 45 C.F.R. §146.150(a) and 45 C.F.R. §148.120. HCFA Bulletin 98-01 — Insurance
Standards Bulletin — Agent Commissions and Application Processing Delays.

The State has recently decided to decrease the number of individuals which are eligible to receive health
insurance coverage through TennCare, the state’s Medicaid expansion program. The practice of paying
producers less by health insurance issuers in this state could lead to individuals being disenrolled from
TennCare not having the access to the health insurance coverage they are entitled to under HIPAA. The
guaranteed issue provisions of HIPAA, as stated by CMS, generally require that issuers’ normal conduits for
receiving applications and offering coverage be open to HIPAA-eligible individuals or small employers. Issu-
ers commonly use producers as an important part of their marketing and distribution system, and ordinarily
compensate these producers by paying commissions on the coverage they sell. Commission payment is
included among the costs used to calculate the premium rate for a given form of coverage. For an issuer to
modify the normal operation of its marketing and distribution system so as to avoid its fair share of the high
risk individuals and small groups protected by HIPAA, according to CMS, does not accord with the intent of
the statute to protect these individuals and groups. Given the recent discovery that health insurance issu-
ers may be engaging in such conduct in this state, and the disenroliment of Tennesseans from the state’s
Medicaid program, it is the finding of the Commissioner that an immediate danger to the public health,
safety and welfare exists, and the nature of this danger is such that the use of any other form of rulemaking
authorized by T.C.A. title 4, chapter 5 would not adequately protect the public. It is important to note that
CMS published their opinion as to this practice’s legality in 1998, and, therefore, these emergency rules
only represent a formal promulgation of CMS’ interpretation of HIPAA, and do not represent new standards
being applied to health insurance issuers in this state.

CMS, in its bulletin, also noted that several states had taken action, under their Unfair Trade Practices Acts
or their rating authority, to combat the practice of unfairly reducing or eliminating agent commissions. CMS
strongly encouraged the states to continue to use their Unfair Trade Practice Act authority to take actions
against these practices.
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EMERGENCY RULES

The Department of Commerce and Insurance has also filed a Notice of Rulemaking Hearing to adopt the
provisions contained in these emergency rules as permanent rules.

For a copy of the entire text of this notice contact: John F. Morris, Staff Attorney, 500 James Robertson
Parkway, Fifth Floor, Davy Crockett Tower, Nashville, Tennessee 37243, Department of Commerce and
Insurance, telephone (615) 741-2199.

Paula A. Flowers, Commissioner
Department of Commerce and Insurance

EMERGENCY RULES
OF THE
DEPARTMENT OF COMMERCE AND INSURANCE
DIVISION OF INSURANCE

CHAPTER 0780-1-88
TENNESSEE HEALTH INSURANCE PORTABILITY, AVAILABILITY
AND RENEWABILITY REGULATIONS

NEW RULES
TABLE OF CONTENTS

0780-1-88-.01 Purpose and Scope 0780-1-88-.04 Penalties
0780-1-88-.02 Definitions 0780-1-88-.05 Severability
0780-1-88-.03 Producer Compensation

0780-1-88-.01 PURPOSE AND SCOPE.

The purpose of this Chapter is to implement regulations necessary to ensure compliance with the
federal Health Insurance Portability and Accountability Act of 1996, Pub. L. No. 104-191, 110 Stat.
1936 (1996) (codified as amended in scattered sections in 42 U.S.C.), and to implement the minimum
standards established by such Act, as well as to implement regulations necessary to carry out the
proper administration of the Tennessee Health Insurance Portability, Availability and Renewability
Act, T.C.A.§§ 56-7-2801, et seq.

Authority: T.C.A. §§ 56-7-2801, et seq., and 56-7-2814, and Pub.L. 104-191, 110 Stat. 1936 (1996).

0780-1-88-.02 DEFINITIONS

(1) “Compensation” means any consideration given or promised by a health insurance issuer
to its producers for the sale of contracts providing health insurance coverage, including but
not limited to commissions, bonuses, or other such rewards;

(2) “Group health plan” means an employee welfare benefit plan, as defined in Section 3(1) of
the Employee Retirement Income Security Act of 1974, to the extent that the plan provides
medical care and including items and services paid for as medical care to employees or
their dependents, as defined under the terms of the plan, directly or through insurance,
reimbursement, or otherwise. A program under which creditable coverage is provided shall
be treated as a group health plan for the purposes of applying this Chapter;

24



EMERGENCY RULES

(3) “Health insurance coverage” means benefits consisting of medical care (provided directly,
through insurance or reimbursement, or otherwise and including items and services paid for
as medical care) under any policy, certificate, or agreement offered by a health insurance
issuer;

(4) “Health insurance issuer” means an entity subject to the insurance laws of this state, or
subject to the jurisdiction of the commissioner, that contracts or offers to contract to provide
health insurance coverage, including but not limited to, an insurance company, a health
maintenance organization and a nonprofit hospital and medical service corporation. “Health
insurance issuer’ does not mean a group health plan;

(5) “HIPAA” means the federal Health Insurance Portability and Accountability Act of 1996,
Pub.L. 104-191, 110 Stat. 1936 (1996), and the Tennessee Health Insurance Portability,
Availability and Renewability Act, T.C.A.§§ 56-7-2801, et seq.;

(6) “Individual market” means the market for health insurance coverage offered to individuals
other than in connection with a group health plan. This includes coverage offered in
connection with a group health plan that has fewer than two (2) participants as current
employees on the first day of the plan year;

(7) “Producer” means a person required to be licensed pursuant to T.C.A. title 56, chapter 6,
part 1 to sell, solicit or negotiate insurance on behalf of a health insurance issuer in this
state.

Authority: T.C.A. §§ 56-7-2802 and 56-7-2814.

0780-1-88-.03 PRODUCER COMPENSATION.

The compensation paid by a health insurance issuer to its producers for a policy of insurance required
to be offered by health insurance issuers under HIPAA shall not be less than the compensation paid
to its producers for the health insurance issuer’s standard health insurance products.

Authority: T.C.A. §§ 56-7-2814, 56-8-104(6) and 56-8-113, Pub.L. 104-191, 110 Stat. 1936 (1996), 45
C.FR. §146.150(a), and 45 C.F.R. §148.120.
0780-1-88-.04 PENALTIES.
In addition to any other law or penalty that may apply, violations of 0780-1-88-.03 shall be treated as
unfair discrimination and an unfair act or practice under T.C.A. § 56-8-104(6)(B), and shall subject

the health insurance issuer to the penalties set forth in T.C.A. § 56-8-109.

Authority: T.C.A. §§ 56-7-2814, 56-8-104(6) and 56-8-113.

0780-1-88-.05 SEVERABILITY.
If any provision of this Chapter or the application thereof to any person or circumstance is for any
reason held to be invalid, the remainder of the Chapter and the application of such provision to other
persons or circumstances shall not be affected thereby.

Authority: T.C.A. §§ 56-7-2814 and 56-8-113.

25



EMERGENCY RULES

The emergency rules set out herein were properly filed in the Department of State on the 26th day of July,
2005, and will be effective from the date of filing for a period of 165 days. These emergency rules will remain
in effect through the day of the 7th day of January, 2006. (07-32)
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ANNOUNCEMENTS

PUBLIC NECESSITY RULES
PUBLIC NECESSITY RULES NOW IN EFFECT
FOR TEXT OF PUBLIC NECESSITY RULE, SEE T.A.R. CITED

Department of Financial Institutions - Compliance Division - Public Necessity rules relating to registra-
tion of loan originators, chapter 0180-17 Rules Pertaining to Mortgage Lending, Loan Servicing and
Loan Brokering, 4 T.A.R. (April 2005) - Filed March 8, 2005; effective through August 20, 2005. (03-09)

Department of Finance and Administration - Bureau of TennCare - Public Necessity Rules required
to conform the current TennCare Standard rules to reflect changes resulting from the amendment
of the TennCare waiver, chapter 1200-13-13 TennCare Medicaid, 6 T.A.R. (June 2005) - Filed May
5, 2005; effective through October 17, 2005. (05-05)

Department of Finance and Administration - Bureau of TennCare - Public Necessity Rules concern-
ing eligibility, chapter 1200-13-13 TennCare Medicaid, 7 T.A.R. (July 2005) - Filed June 3, 2005;
effective through November 15, 2005. (06-06)

Department of Finance and Administration - Bureau of TennCare - Public Necessity Rules regarding
appeals, chapter 1200-13-13 TennCare Medicaid, 7 T.A.R. (July 2005) - Filed June 8, 2005; effective
through November 20, 2005. (06-10)

Department of Finance and Administration - Bureau of TennCare - Public Necessity required to modify the
current TennCare rules to reflect changes resulting from the Balanced BudgetAct of 2003 , chapter 1200-13-
14 TennCare Standard, 6 T.A.R. (June 2005)- Filed May 5, 2005; effective through October 17,2005. (05-06)

Department of Finance and Administration - Bureau of TennCare - Public Necessity Rules required
to conform the current TennCare Standard rules to reflect changes resulting from the amendment
of the TennCare waiver, chapter 1200-13-14 TennCare Medicaid, 5 T A.R. (May 2005) - Filed April
29, 2005; effective through October 11, 2005. (04-18)

Department of Finance and Administration - Bureau of TennCare - Public Necessity Rules concern-
ing eligibility and enrollment, chapter 1200-13-14 TennCare Standard, 7 T.A.R. (June 2005) - Filed
June 3, 2005; effective through November 15, 2005. (06-07)

Department of Finance and Administration - Bureau of TennCare - Public Necessity Rules concern-
ing eligibility and appeals, chapter 1200-13-14 TennCare Standard, 7 T.A.R. (July 2005) - Filed June
8, 2005; effective through November 20, 2005. (06-11)

Department of Labor - Division of Workers’ Compensation - Public Necessity Rules regarding Medi-
cal Cost Containment Program, chapter 0800-2-17 Medical Cost Containment Program, 7 T A.R.
(July 2005) - Filed June 8, 2005; effective through November 20, 2005. (06-14)

Department of Labor - Division of Workers’ Compensation - Public Necessity Rules regarding,

chapter 0800-2-18 Medical Fee Schedule, 7 T.A.R. (July 2005) - Filed June 15, 2005; effective
through November 27, 2005. (06-15)
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Department of Labor - Division of Workers’ Compensation - Public Necessity Rules regarding In-
patient fees, chapter 0800-2-19 In-Patient Hospital Fee Schedule, 7 T A.R. (July 2005) - Filed June
15, 2005; effective through November 27, 2005. (06-16)

Department of Labor - Division of Workers’ Compensation - Public Necessity Rules regarding medi-
cal impairment rating, chapter 0800-2-20 Medical Impairment Rating Registry Program, 7 T A.R.
(July 2005) - Filed June 15, 2005; effective through November 27, 2005. (06-20)

Department of Human Services - Child Support Division - Public Necessity Rules required in order
to maintain compliance with federal requirements, chapter 1240-2-2 Forms for Income Assignments,
6 T.A.R. (June 2005) - Filed May 20, 2005; effective through November 1, 2005. (05-20)

Department of Human Services - Child Support Division - Public Necessity Rules dealing with Child
support obligations, 1240-2-2 Forms for Income Assignments, 6 T.A.R. (June 2005) - Filed May 20,
2005; effective through November 1, 2005. (05-21)

TN Higher Education Commission - Public Necessity Rules concerning tuition and fee waiver, chapter
1540-1-4 Public Higher Education Fee Waivers for State Employees, 7 T.A.R. (July 2005) - Filed
June 3, 2005; effective through November 15, 2005. (06-02)

TN Higher Education Commission - Public Necessity Rules concerning tuition and fee waiver, chapter
1540-1-5 Public Higher Education Fee Discounts for Children of Licensed Public School Teachers
and State Employees, 7 T.A.R. (July 2005) - Filed June 3, 2005; effective through November 15,
2005. (06-04)
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EMERGENCY RULES

TENNESSEE DEPARTMENT OF FINANCE AND ADMINISTRATION - 0620
BUREAU OF TENNCARE

CHAPTER 1200-13-1
GENERAL RULES

STATEMENT OF NECESSITY REQUIRING PUBLIC NECESSITY RULES

I am herewith submitting amendments to the rules of the Tennessee Department of Finance and Admin-
istration, Bureau of TennCare, for promulgation pursuant to the public necessity provisions of the Uniform
Administrative Procedures Act, T.C.A. § 4-5-209 and the Medical Assistance Act, T.C.A. § 71-5-134.

On June 08, 2005, the State of Tennessee received federal approval for certain amendments to the benefits
covered under the amendments to the TennCare Demonstration Project (No. 11-W-0015 1/4). Approval of
the project modification is granted under the authority of Section 1115 (a) of the Social Security Act. The
amendments are approved through the period ending June 30, 2007. The TennCare program is a managed
care program for both the Medicaid population and the expansion population.

This rule is being amended to point out that effective August 1, 2005, coverage of payments to reserve a
level | (intermediate) bed during a recipient’'s temporary absence from a nursing facility care is eliminated.

Tennessee Code Annotated, Section 71-5-134, states that in order to comply with or to implement the provi-
sions of any federal waiver or state plan amendment obtained pursuant to the Medical Assistance Act as
amended by Acts 1993, the Commissioner of Finance and Administration is authorized to promulgate public
necessity rules pursuant to Tennessee Code Annotated, Section 4-5-209.

| have made a finding that these amendments are required to conform the current TennCare Medicaid rules
to reflect changes resulting from the amendment of the TennCare waiver.

For a copy of this public necessity rule, contact George Woods at the Bureau of TennCare by mail at 310
Great Circle Road, Nashville, Tennessee 37243 or by telephone at (615) 507-6446.

J. D. Hickey

Deputy Commissioner

Tennessee Department of Finance
and Administration
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PUBLIC NECESSITY RULES
OF
TENNESSEE DEPARTMENT OF FINANCE AND ADMINISTRATION
BUREAU OF TENNCARE

CHAPTER 1200-13-1
GENERAL RULES

AMENDMENTS

Subparagraphs (r), (u), and (v) of paragraph (1) of rule 1200-13-1-.03 Amount, Duration, and Scope of
Assistance is deleted in their entirety and replaced with new subparagraphs which shall read as follows:

(r)

(u)

(v)

Intermediate Care Facility services for individuals age 65 or older in institutions for tuberculosis
will be covered for those who require institutional health services below the level of care
rendered in skilled nursing facilities. Effective August 1, 2005, no reimbursement shall be
made for days when the patient is not physically present in the facility.

Intermediate Care facility services for individuals age 65 or older in institutions for mental
diseases will be covered for those who require institutional health services below the level
of care rendered in skilled nursing facilities. Effective August 1, 2005, no reimbursement
shall be made for days when the patient is not physically present in the facility. However,
this policy shall not apply to Intermediate Care Facility services for the Mentally Retarded
(ICFs/MR).

Intermediate Care Facility services other than services in an institution for tuberculosis or
mental diseases will be covered. Effective August 1, 2005, no reimbursement shall be made
for days when the patient is not physically in the facility.

Subparagraph (b) of paragraph (4) of rule 1200-13-1-.06 Provider Reimbursement is amended by adding
part 3. which shall read as follows:

3. Effective August 1, 2005, no reimbursement shall be made for days when the patient
is not physically present in the Level | nursing facility.

Statutory Authority: T.C.A. 4-5-209, 71-5-105, 71-5-109, Executive Order No. 23.

The Public Necessity rules set out herein were properly filed in the Department of State on the 1st day of
July, 2005, and will be effective from the date of filing for a period of 165 days. The Public Necessity rules
remain in effect through the 13th day of December, 2005. (07-03)
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TENNESSEE DEPARTMENT OF FINANCE AND ADMINISTRATION - 0620
BUREAU OF TENNCARE

CHAPTER 1200-13-13
TENNCARE MEDICAID

STATEMENT OF NECESSITY REQUIRING PUBLIC NECESSITY RULES

I am herewith submitting amendments to the rules of the Tennessee Department of Finance and Admin-
istration, Bureau of TennCare, for promulgation pursuant to the public necessity provisions of the Uniform
Administrative Procedures Act, T.C.A. § 4-5-209 and the Medical Assistance Act, T.C.A. § 71-5-134.

On June 8, 2005, the State of Tennessee received federal approval for certain amendments to the benefits
covered under the TennCare Demonstration Project (No. 11-W-0015 1/4). Approval of the project modifi-
cation is granted under the authority of Section 1115 (a) of the Social Security Act. The amendments are
approved through the period ending June 30, 2007. The TennCare program is a managed care program
for both the Medicaid population and the expansion population.

Tennessee Code Annotated, Section 71-5-134, states that in order to comply with or to implement the provi-
sions of any federal waiver or state plan amendment obtained pursuant to the Medical Assistance Act as
amended by Acts 1993, the Commissioner of Finance and Administration is authorized to promulgate public
necessity rules pursuant to Tennessee Code Annotated, Section 4-5-209.

| have made a finding that these amendments are required to conform the current TennCare Medicaid rules
to reflect changes resulting from the amendment of the TennCare waiver.

For a copy of this public necessity rule, contact George Woods at the Bureau of TennCare by mail at 310
Great Circle Road, Nashville, Tennessee 37243 or by telephone at (615) 507-6446.

J. D. Hickey

Deputy Commissioner

Tennessee Department of Finance
and Administration

PUBLIC NECESSITY RULES
OF
TENNESSEE DEPARTMENT OF FINANCE AND ADMINISTRATION
BUREAU OF TENNCARE

CHAPTER 1200-13-13
TENNCARE MEDICAID

AMENDMENTS
Rule 1200-13-13-.04 Covered Services is amended by adding a new paragraph (8) and renumbering the

present paragraph (8) as (9) and subsequent paragraphs renumbered according so as amended the new
paragraph (8) shall read as follows:
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(8) Effective August 1, 2005, the covered benefits for TennCare Medicaid will be as follows:

(a)

(b)

TennCare managed care contractors shall cover, at a minimum, the following services and
benefits subject to any applicable limitations described herein effective August 1, 2005.
Any and all medically necessary services may require prior authorization or approval by the
managed care contractor, except where prohibited by law. In accordance with the John B.
Court Order, MCCs may not deny medically necessary EPSDT services due to lack of prior
authorization. As stated elsewhere in these rules, managed care organizations shall not
require prior authorization or approval for services rendered in the event of an emergency
need of the enrollee. Such emergency services may be reviewed on the basis of medical
necessity or other MCO administrator requirements, but cannot be denied solely because
the provider did not obtain prior authorization or approval from the enrollee’s managed care
organization. Managed care contractors shall notimpose any service limitations that are more
restrictive than those described herein; however, this provision shall not limit the managed
care contractor’s ability to establish procedures for the determination of medical necessity.
Services for which there is no federal financial participation (FFP) are not covered.

Physical Health and Mental Health Services

SERVICE BENEFIT
Chiropractic Under age 21: Covered as medically necessary.
Services
Age 21 and older: Covered when determined cost effective by
the MCO.
Community Under age 21: Covered as medically necessary.

Health Services

Age 21 and older: As medically necessary, except that
effective August 1, 2005, Methadone Clinic services for adults
age 21 and older are not covered, even if medically necessary.
This includes services that have been prior authorized and/or
initiated, but not completed as of August 1, 2005.

Convalescent Under age 21: Upon receipt of proof that an enrollee

Care

has incurred medically necessary expenses related to
convalescent care, TennCare shall pay for up to and including
the one-hundredth (100") day of confinement during any
calendar year for convalescent facility(ies) room, board, and
general nursing care, provided: (A) a physician recommends
confinement for convalescence; (B) the enrollee is under the
continuous care of a physician during the entire period of
confinement; and (C) the confinement is required for other than
custodial care.

Age 21 and older: Effective August 1, 2005, not covered, even
if medically necessary. This includes services that have been
prior authorized and/or initiated, but not completed as of August
1, 2005.
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SERVICE

BENEFIT

4. Dental Services

Under age 21:. Preventive, diagnostic, and treatment services.
Orthodontic services must be prior approved and are limited to
individuals under age 21 diagnosed with: (1) a severe handicapping
malocclusion or another developmental anomaly or injury resulting
in severe malalignment or severe handicapping malocclusion of
teeth, documented by at least 28 points on the Salzmann Scale,
or any other method that is approved by TennCare, or (2) following
repair of an enrollee’s cleft palate. Orthodontic treatment will not
be authorized for cosmetic purposes. Orthodontic treatment will
only be paid for by TennCare as long as the individual remains
eligible. If the orthodontic treatment plan is approved prior to the
enrollee obtaining 20 %2 years of age, and treatment is initiated
prior to the enrollee obtaining 21 years of age, such treatment
may continue as long as the enrollee remains eligible.

Age 21 and older: Effective August 1, 2005, not covered, even
if medically necessary. This includes services which have
been prior authorized and/or initiated, but not completed as of
August 1, 2005, except for orthodontic treatment as specified
above.

5. Durable Medical
Equipment

As medically necessary.

6. Emergency Air
and Ground
Transportation

As medically necessary.

7. EPSDT
Services

Under age 21: Covered as medically necessary.

Screening, interperiodic screening, diagnostic and follow-up
treatment services as medically necessary in accordance with
federal regulations as described in 42 CFR Part 441, Subpart
B, and the Omnibus Budget Reconciliation Act of 1989 for
enrollees under age 21. Except for Dental services, screens
shall be in accordance with the periodicity schedule set forth in
the latest “American Academy of Pediatrics Recommendations
for Preventive Pediatric Health Care” and all components of the
screens must be consistent with the latest “American Academy
of Pediatrics Recommendations for Preventive Pediatric Health
Care.” Dental screens shall be in accordance with the latest
periodicity schedule set forth by either the American Academy
of Pediatric Dentistry or the American Academy of Pediatrics
and all components of the screens must be consistent with the
latest recommendations by the American Academy of Pediatric
Dentistry or the American Academy of Pediatrics.

Age 21 and older: Not covered.
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SERVICE

BENEFIT

8.

Home Health
Care

Under age 21: As medically necessary.

Age 21 and older: As medically necessary, all home health
care as delivered by a licensed Home Health Agency, as
defined by 42 CFR §440.70.

A home health visit includes any of the following: Skilled
Nursing, Physical Therapy, Occupational Therapy, Speech
Pathology and Audiology Services, and Home Health Aide.
Full-time nursing services are not covered for adults 21 years
of age and older, except as part of home respiratory therapy
services for ventilator-dependent enrollees. (See item 34 in
the chart.)

9. Hospice Care

As medically necessary. Must be provided by an organization
certified pursuant to Medicare Hospice requirements.

10. Inpatient and

Outpatient
Substance
Abuse Benefits

Under age 21: As medically necessary.

Age 21 and older: As medically necessary, except that
effective August 1, 2005, Methadone Clinic services for adults
age 21 and older are not covered even if medically necessary.
This includes services that have been prior authorized and/or
initiated, but not completed as of August 1, 2005. Covered
substance abuse treatment services are limited to ten (10)
days detox, with a $30,000 limit in lifetime medically necessary
benefits. This limit on covered services does not apply to
persons who are Severely and/or Persistently Mentally IIl.

11. Inpatient As medically necessary. MCO may conduct concurrent and
Hospital retrospective reviews.
Services
12. Inpatient Under age 21: As medically necessary.
Rehabilitation
Facilities Age 21 and older: Inpatient Rehabilitation Facilities services
may be covered when determined to be a cost effective
alternative by the MCO.
13. Lab and X-ray | As medically necessary.
Services
14. Medical As medically necessary.
Supplies
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SERVICE BENEFIT
15. Non- As medically necessary.
Emergency
Ambulance
Transportation
16. Non- As necessary to get an enrollee to and from covered services,
Emergency for enrollees not having access to transportation. MCOs may
Transportation require advance notice of the need in order to timely arrange

transportation.

The travel to access primary care and dental services must
meet the requirements of the waiver terms and conditions.
The availability of specialty services is related to travel
distance should meet the usual and customary standards
for the community. However, in the event the MCO is
unable to negotiate such an arrangement for an enrollee
transportation must be provided regardless of whether or
not the enrollee has access to transportation. If the enrollee
is a child, transportation must be provided for the child and
an accompanying adult. However, transportation for a child
shall not be denied pursuant to any policy which poses a
blanket restriction due to enrollee’s age or lack of parental
accompaniment. (Note: Tennessee recognizes the “mature
minor exception” to permission for medical treatment.) Any
decision to deny transportation of a child due to an enrollee’s
age or lack of parental accompaniment must be made on a
case-by-case basis and must be based on the individual facts
surrounding the request. As with any denial, all notices and
actions must be in accordance with the appeal process.

The provision of transportation to and from dental services shall
remain with the MCO.

17. Occupational
Therapy

Under age 21: Covered as medically necessary.

Age 21 and older: Covered as medically necessary, by a
Licensed Occupational Therapist, to restore, improve, or
stabilize impaired functions.
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SERVICE

BENEFIT

18.

Organ
Transplant and
Donor Organ

Under age 21: Covered as medically necessary. Experimental
or investigational transplants are not covered.

Procurement Age 21 and older: All medically necessary and non-
investigational/experimental organ transplants are covered.
These include, but may not be limited to:
Bone Marrow/Stem Cell
Cornea
Heart
Heart/Lung
Kidney
Kidney/Pancreas
Liver
Lung
Pancreas
Small bowel/Multi-visceral

19. Outpatient As medically necessary.
Hospital
Services
20. Outpatient As medically necessary.

Mental Health

Services

(including

physician

services)
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SERVICE BENEFIT
21. Pharmacy As medically necessary, subject to the limitations set out below.
Services Certain drugs (known as DESI, LTE, IRS drugs) are excluded
(obtained from coverage, or as provided herein at 1200-13-13-.04(7) and

directly from

an ambulatory
retail pharmacy
setting,
outpatient
hospital
pharmacy, mail
order pharmacy
or those
administered to
a long term care
facility resident
(nursing
facility))

1200-13-13-.10.

The following limitations (A) — (D) are effective as of August 1,
2005.

(A) Pharmacy services for all children and for individuals
receiving TennCare-reimbursed services in a Nursing Facility
or Intermediate Care Facility for the Mentally Retarded, or a
Home and Community Based Services waiver have no quantity
limits on the number of prescriptions per month.

(B) Subject to (A) above, pharmacy services for Categorically
Needy adults age 21 and older who are not in the Medically
Needy category and included in (A) above or who are eligible in
the Medically Needy category as pregnant women are limited
to five (5) prescriptions and/or refills per enrollee per month, of
which no more than two (2) of the five (5) can be brand name
drugs. As of August 1, 2005, additional drugs for individuals

in (B) shall not be covered even if medically necessary. This
includes services that have been prior authorized and/or
initiated, but not completed as of August 1, 2005 and/or drugs
for which the initial prescription but not all applicable refills,

or the interim supply, but not the balance thereof, has been
received as of August 1, 2005.

Prescriptions shall be counted beginning on the first of each
calendar month. Each prescription or refill counts as one (1).
A prescription or refill can be no more than a 30-day supply.
The Bureau of TennCare shall maintain a “Pharmacy Short
List” of pharmacy services which shall not count against such
pharmacy limit. The Pharmacy Short List may be modified at
the discretion of the Bureau of TennCare. The most current
version of the Pharmacy Short List will be made available to
enrollees via the internet on the TennCare website and upon
request by mail through the DHS Family Assistance Centers.
Only drugs that are specified on the version of the Pharmacy
Short List that is current as of the date of service shall not
count against applicable pharmacy limits. TennCare will not
cover drugs on the Pharmacy Short List for enrollees whose
pharmacy services are not covered.
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SERVICE BENEFIT
21. Pharmacy Unless specified on the version of the Pharmacy Short List
Services which is current as of the date of pharmacy service, pharmacy
(obtained services in excess of five (5) prescriptions and/or refills per

directly from

an ambulatory
retail pharmacy
setting,
outpatient
hospital
pharmacy, mail
order pharmacy
or those
administered to
a long term care
facility resident
(nursing
facility)), cont.

enrollee per month or two (2) brand name drugs per enrollee
per month are non-covered services.

(C) Subjectto (A) and (B) above, pharmacy services are not
covered for Medically Needy adults (age 21 and older) even

if medically necessary. This includes services that have been
prior authorized and/or initiated but not completed as of August
1, 2005, and/or drugs for which the initial prescription but not
all applicable refills, or the interim supply, but not the balance
thereof, have been received as of August 1, 2005.

(D) Over-the-counter drugs for Medicaid adults (age 21 and
older) are not covered even if the enrollee has a prescription
for such service, except for prenatal vitamins.

TennCare is responsible for the provision and payment of
pharmacy benefits to individuals who are enrolled in the
TennCare Program in the category of TennCare Medicaid/
Medicare dual eligible. However, this does not include
pharmaceuticals administered in a doctor’s office or
administered by other vendors under contract with the MCO.
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SERVICE BENEFIT
22. Physical Under age 21: Covered as medically necessary.
Therapy
Age 21 and older: Covered as medically necessary, by a
Licensed Physical Therapist, to restore, improve, or stabilize
impaired functions.
23. Physician As medically necessary.
Inpatient
Services
24. Physician Under age 21: As medically necessary.
Outpatient
Services/ Age 21 and older: As medically necessary, except that
Community effective August 1, 2005, Methadone Clinic services for adults
Health Clinics/ | age 21 and older are not covered, even if medically necessary.
Other Clinic This includes services that have been prior authorized and/or
Services initiated, but not completed as of August 1, 2005.
25. Private Duty Under age 21: Covered as medically necessary when

Nursing prescribed by an attending physician for treatment and services
rendered by a registered nurse (R.N.) or a licensed practical
nurse (L.P.N. who is not an immediate relative.

Age 21 and older: Effective August 1, 2005, not covered even
if medically necessary. This includes services which have
been prior authorized and/or initiated, but not completed as of
August 1, 2005.
26. Psychiatric As medically necessary.
Inpatient
Services
27. Psychiatric As medically necessary.

Physician

Inpatient

Services

28. Psychiatric As medically necessary.

Rehabilitation

Services
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SERVICE

BENEFIT

29. Reconstructive

Breast Surgery

Covered in accordance with Tenn. Code Ann. § 56-7-2507
which requires coverage of all stages of reconstructive breast
surgery on a diseased breast as a result of a mastectomy as
well as any surgical procedure on the non-diseased breast
deemed necessary to establish symmetry between the two
breasts in the manner chosen by the physician. The surgical
procedure performed on a non-diseased breast to establish
symmetry with the diseased breast will only be covered if the
surgical procedure performed on a non-diseased breast occurs
within five (5) years of the date the reconstructive breast
surgery was performed on a diseased breast.

30.

Renal Dialysis

As medically necessary, for the first ninety (90) days prior to

Services being covered by Medicare.
31. Sitter Services | Under age 21: As medically necessary, a sitter who is not
a relative may be used where an enrollee is confined to a
hospital as a bed patient and certification is made by a network
physician that R.N. or L.P.N. is needed and neither is available.
Age 21 and older: As of August 1, 2005, not covered even if
medically necessary. This includes services that have been
prior authorized and/or initiated, but not completed as of August
1, 2005.
32. Speech Under age 21: Covered as medically necessary.
Therapy
Age 21 and older: Covered as medically necessary, by a
Licensed Speech Therapist to restore speech (as long as there
is continued medical progress) after a loss or impairment.
33. 24-Hour As medically necessary.
Psychiatric
Residential
Treatment
34. Ventilator Under 21: As medically necessary.
Services

Age 21 and older. Medically necessary home and community-
based respiratory therapy services provided outside an
institutional setting for ventilator-dependent enrollees,

to include nursing services when necessary to prevent
institutionalization. Prior approval required.
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SERVICE

BENEFIT

35. Vision Services

Under 21: Preventive, diagnostic, and treatment services
(including eyeglasses) are covered as medically necessary

Age 21 and older: Medical eye care, meaning evaluation and
management of abnormal conditions, diseases, and disorders
of the eye (not including evaluation and treatment of refractive
state), will be covered. Routine, periodic assessment,
evaluation, or screening of normal eyes and examinations for
the purpose of prescribing, fitting, or changing eyeglasses and/
or contact lenses will not be covered.

(c) Pharmacy

TennCare is permitted under the terms and conditions of the demonstration project
approved by the federal government to restrict coverage of prescription and non-
prescription drugs to a TennCare-approved list of drugs known as a drug formulary.
TennCare must make this list of covered drugs available to the public. Through the
use of a formulary, the following drugs or classes of drugs, or their medical uses,
shall be excluded from coverage or otherwise restricted by TennCare as described
in Section 1927 of the Social Security Act [42 U.S.C. §1396r-8]:

1.

2.

Agents for weight loss or weight gain.

Agents to promote fertility or for the treatment of impotence or infertility or
for the reversal of sterilization.

Agents for cosmetic purposes or hair growth.
Agents for symptomatic relief of coughs and colds.
Agents to promote smoking cessation.

Prescription vitamins and mineral products, except prenatal vitamins and
fluoride preparations.

Nonprescription drugs.
Covered outpatient drugs, which the manufacturer seeks to require as a

condition of sale that associated tests or monitoring services be purchased
exclusively from the manufacturer or its designee.

TennCare shall not cover drugs considered by the FDA to be Less Than Effective (LTE)
and DESI drugs, or drugs considered to be Identical, Related and Similar (IRS) to DESI
and LTE drugs or any other pharmacy services for which federal financial participation
(FFP) is not available. The exclusion of drugs for which no FFP is available extends to all
TennCare enrollees regardless of the enrollee’s age. TennCare shall not cover experimental
or investigational drugs, which have not received final approval from the FDA.
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Authority: T.C.A. §§4-5-209, 71-5-105, 71-5-109, 71-5-134, Executive Order No. 23.

The Public Necessity rules set out herein were properly filed in the Department of State on the 1st day of
July, 2005, and will be effective from the date of filing for a period of 165 days. The Public Necessity rules
remain in effect through the 13th day of December, 2005. (07-04)
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TENNESSEE DEPARTMENT OF FINANCE AND ADMINISTRATION - 0620
BUREAU OF TENNCARE

CHAPTER 1200-13-13
TENNCARE MEDICAID

STATEMENT OF NECESSITY REQUIRING PUBLIC NECESSITY RULES

I am herewith submitting amendments to the rules of the Tennessee Department of Finance and Admin-
istration, Bureau of TennCare, for promulgation pursuant to the public necessity provisions of the Uniform
Administrative Procedures Act, T.C.A. § 4-5-209 and the Medical Assistance Act, T.C.A. § 71-5-134.

On June 8, 2005, the State of Tennessee received federal approval for certain amendments to the cost-
sharing arrangements covered under the TennCare Demonstration Project (No. 11-W-0015 1/4). Approval
of the project modification is granted under the authority of Section 1115 (a) of the Social Security Act. The
amendments are approved through the period ending June 30, 2007. The TennCare program is a managed
care program for both the Medicaid population and the expansion population.

This rule is being amended to point out that effective August 1, 2005, TennCare Medicaid adults (age 21 and
older) who receive pharmacy services will have nominal copays for certain services.

Tennessee Code Annotated, Section 71-5-134, states that in order to comply with or to implement the provi-
sions of any federal waiver or state plan amendment obtained pursuant to the Medical Assistance Act as
amended by Acts 1993, the Commissioner of Finance and Administration is authorized to promulgate public
necessity rules pursuant to Tennessee Code Annotated, Section 4-5-209.

| have made a finding that these amendments are required to conform the current TennCare Medicaid rules
to reflect changes resulting from the amendment of the TennCare waiver.

For a copy of this public necessity rule, contact George Woods at the Bureau of TennCare by mail at 310
Great Circle Road, Nashville, Tennessee 37243 or by telephone at (615) 507-6446.

J. D. Hickey
Deputy Commissioner

Tennessee Department of Finance
and Administration

PUBLIC NECESSITY RULES
TENNESSEE DEPARTMENT OFOFI:NANCE AND ADMINISTRATION
BUREAU OF TENNCARE
CHAPTER 1200-13-13
AMENDMENT.

Rule 1200-13-13-.05 Enrollee Cost Sharing is deleted in its entirety and replaced with the following new
language to read as follows:
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1200-13-13-.05 ENROLLEE COST SHARING.

(1) TennCare Medicaid enrollees do not have cost sharing responsibilities for TennCare coverage and
covered services, except that effective August 1, 2005, TennCare Medicaid adults (age 21 and
older) who receive pharmacy services will have nominal copays for these services. The copays
will be $3.00 (three dollars) for each branded drug and $0 (zero dollars) for each covered generic
drug. Generic drugs which exceed the limit of five (5) prescriptions or refills per enrollee per
month are not covered. Family planning drugs and emergency services are exempt from copay.
Enrollees may not be denied a service for inability to pay a copay. There is no Out-of-Pocket
Maximum on copays.

(2) The following adult groups are exempt from copay:

(a) Individuals receiving hospice services who provide verbal notification of such to the phar-
macy provider at the point of service;

(b) Individuals who are pregnant who provide verbal notification of such to the pharmacy pro-
vider at the point of service; and

(c) Individuals who are receiving services in a Nursing Facility, an Intermediate Care Facility
for the Mentally Retarded, or a Home and Community Based Services waiver.

Authority: T.C.A. §§4-5-209, 71-5-105, 71-5-109, 71-5-134 and Executive Order No. 23.

The Public Necessity rules set out herein were properly filed in the Department of State on the 1st day of
July, 2005, and will be effective from the date of filing for a period of 165 days. The Public Necessity rules
remain in effect through the 13th day of December, 2005. (07-05)
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TENNESSEE DEPARTMENT OF FINANCE AND ADMINISTRATION - 0620
BUREAU OF TENNCARE

CHAPTER 1200-13-13
TENNCARE MEDICAID

STATEMENT OF NECESSITY REQUIRING PUBLIC NECESSITY RULES

| am herewith submitting amendments to the rules of the Tennessee Department of Finance and Administration,
Bureau of TennCare, for promulgation pursuant to the public necessity provisions of the Uniform Administrative
Procedures Act, T.C.A. § 4-5-209 and the Medical Assistance Act, T.C.A. § 71-5-134.

The State of Tennessee received federal approval for certain amendments to the TennCare Demonstration
Project (No. 11-W-0015 1/4). Approval of the project modification is granted under the authority of Section
1115 (a) of the Social Security Act. The amendments are approved through the period ending June 30, 2007.
The TennCare program is a managed care program for both the Medicaid population and the expansion
population.

This rule is being amended to point out when a provider can bill an enrollee who has reached his/her
established benefit limit.

Tennessee Code Annotated, Section 71-5-134, states that in order to comply with or to implement the
provisions of any federal waiver or state plan amendment obtained pursuant to the Medical Assistance Act
as amended by Acts 1993, the Commissioner of Finance and Administration is authorized to promulgate
public necessity rules pursuant to Tennessee Code Annotated, Section 4-5-209.

| have made a finding that these amendments are required to conform the current TennCare Medicaid rules
to reflect changes resulting from the amendment of the TennCare waiver.

For a copy of this public necessity rule, contact George Woods at the Bureau of TennCare by mail at 310
Great Circle Road, Nashville, Tennessee 37243 or by telephone at (615) 507-6446.

J. D. Hickey
Deputy Commissioner

Tennessee Department of Finance
and Administration

PUBLIC NECESSITY RULES
OF
TENNESSEE DEPARTMENT OF FINANCE AND ADMINISTRATION
BUREAU OF TENNCARE
CHAPTER 1200-13-13
AMENDMENT.

Paragraph (5) of rule 1200-13-13-.08 Providers is deleted in its entirety and replaced with a new paragraph
(5) which shall read as follows:
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(5) Providers may seek payment from a TennCare enrollee only under the following circumstanc-
es:

(a) If the services are not covered by the TennCare program and the provider informed the
enrollee the services were not covered prior to providing the services; or

(b) If the services are not covered services because they are in excess of an enrollee’s estab-
lished benefit limit. Before a provider can bill an enrollee for a service that is in excess of
the enrollee’s established benefit limit, he/she must first submit a claim to the appropriate
managed care entity and receive a written denial from the managed care entity. The reason
for the denial must be that the service exceeds the enrollee’s benefit limit. Only when the
provider has a written denial of the service because it is in excess of the enrollee’s benefit
limit may he/she bill the enrollee for that service.

Authority: T.C.A. §§4-5-209, 71-5-105, 71-5-109, 71-5-134 and Executive Order No. 23.

The Public Necessity rules set out herein were properly filed in the Department of State on the 26th day of
July, 2005, and will be effective from the date of filing for a period of 165 days. The Public Necessity rules
remain in effect through the 10th day of January, 2006. (07-43)
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TENNESSEE DEPARTMENT OF FINANCE AND ADMINISTRATION - 0620
BUREAU OF TENNCARE

CHAPTER 1200-13-13
TENNCARE MEDICAID

STATEMENT OF NECESSITY REQUIRING PUBLIC NECESSITY RULES

I am herewith submitting amendments to the rules of the Tennessee Department of Finance and Admin-
istration, Bureau of TennCare, for promulgation pursuant to the public necessity provisions of the Uniform
Administrative Procedures Act, T.C.A. § 4-5-209 and the Medical Assistance Act, T.C.A. § 71-5-134.

The State of Tennessee has received federal approval for certain amendments to the TennCare Demon-
stration Project (No. 11-W-0015 1/4). Approval of the project modification is granted under the authority
of Section 1115 (a) of the Social Security Act. The amendments are approved through the period ending
June 30, 2007. The TennCare program is a managed care program for both the Medicaid population and
the expansion population.

These rules are being amended to clarify applicable appeal rights for enrollees who are denied services
that are no longer covered by TennCare effective August 1, 2005, including when an enrollee has exceeded
the monthly pharmacy benefit limit.

Tennessee Code Annotated, Section 71-5-134, states that in order to comply with or to implement the provi-
sions of any federal waiver or state plan amendment obtained pursuant to the Medical Assistance Act as
amended by Acts 1993, the Commissioner of Finance and Administration is authorized to promulgate public
necessity rules pursuant to Tennessee Code Annotated, Section 4-5-209.

| have made a finding that these amendments are required to conform the current TennCare Medicaid rules
to reflect changes resulting from the amendment of the TennCare waiver.

For a copy of this public necessity rule, contact George Woods at the Bureau of TennCare by mail at 310
Great Circle Road, Nashville, Tennessee 37243 or by telephone at (615) 507-6446.

J. D. Hickey

Deputy Commissioner
Tennessee Department of
Finance and Administration
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PUBLIC NECESSITY RULES
OF
TENNESSEE DEPARTMENT OF FINANCE AND ADMINISTRATION
BUREAU OF TENNCARE

CHAPTER 1200-13-13
TENNCARE MEDICAID

AMENDMENTS

Subparagraph (d) of paragraph (1) of rule 1200-13-13-.11 Appeal of Adverse Actions Affecting TennCare
Services or Benefits is amended by adding new parts 3. and 4. which shall read as follows:

3.

Notwithstanding the requirements of this subsection, effective August 1, 2005, such pharmacy
notice will not be provided if the enrollee does not receive the medication of the type and
amount prescribed because the pharmacy services are no longer covered by TennCare,
including when an enrollee has exceeded the = monthly pharmacy benefit limit.

Notwithstanding the requirements of this subsection, effective August 1, 2005, pharmacists
will verify TennCare coverage for all prescriptions presented by enrollees through the PBM.
If the PBM denies coverage because an enrollee has exceeded the applicable pharmacy
benefit limit, the PBM will provide appropriate notice to enrollees on behalf of the TennCare
Bureau. This notice will only be provided upon the first denial of coverage of a pharmacy
service sought by the enrollee that exceeds the monthly five (5) prescription limit or the
monthly two (2) prescription limit on branded drugs.

Subparagraph (g) of paragraph (4) of rule 1200-13-13-.11 Appeal of Adverse Actions Affecting TennCare
Services or Benefits is amended by adding a new part 6. which shall read as follows:

6.

Effective August 1, 2005, notwithstanding the requirements of this subsection, enrollees
are not entitled to continuation or reinstatement of services pending an appeal when the
service that is the subject of the appeal, even if prescribed, prior authorized and/or initiated
orordered prior to August 1, 2005, was denied because it is no longer covered by TennCare.
This includes appeals related to denials of coverage of pharmacy services when the enrollee
exceeds the monthly pharmacy benefit limit.

Subparagraph (a) of paragraph (5) of rule 1200-13-13-.11 Appeal of Adverse Actions Affecting TennCare
Services or Benefits is amended by adding a new part 5. which shall read as follows:

5.

Effective August 1, 2005, notwithstanding the requirements of this subsection, a three-day
supply of the prescribed drug will not be provided to enrollees who present a prescription at
a pharmacy and are denied coverage because the services are not covered by TennCare,
including when enrollees have exceeded the monthly benefit limit.

Paragraph (5) of rule 1200-13-13-.11 Appeal of Adverse Actions Affecting TennCare Services or Benefits is
amended by adding new subparagraphs (e) and (f) which shall read as follows:

(e)

The Bureau of TennCare shall establish a tolerance level for early refills of prescriptions. Such
established tolerance level may be more stringent for narcotic substances. Notwithstanding
the requirements of this subsection, if an enrollee requests a refill of a prescription prior to
the tolerance level for early refills established by the Bureau, the pharmacy will deny this
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request as a service which is non-covered until the applicable tolerance period has lapsed,
and will not provide a three-day supply of the prescribed drug or written notice in accordance
with (1)(d) above.

(f) Effective October 1, 2003, when providing a supply of a prescribed drug as required under this
subsection, TennCare must only provide coverage of a three-day supply of the prescribed drug.

Paragraph (7) of rule 1200-13-13-.11 Appeal of Adverse Actions Affecting TennCare Services or Benefits
is amended by adding a new subparagraph (h) which shall read as follows:

(h) In no circumstance will a directive be issued by the TennCare Solutions Unit or an Administrative Law
Judge to provide a service to an enrollee if, when the appeal is resolved, the service is no longer
covered by TennCare for the enrollee. A directive also will not be issued by TennCare Solutions
Unit if the service cannot reasonably be provided to the enrollee before the date when the service
is no longer covered by TennCare for the enrollee and such appeal will proceed to a hearing.

Authority: T.C.A. §§4-5-209, 71-5-105, 71-5-109, Executive Order No. 23.

The Public Necessity rules set out herein were properly filed in the Department of State on the 29th day of
July, 2005, and will be effective from the date of filing for a period of 165 days. The Public Necessity rules
remain in effect through the 10th day of January, 2006. (07-44)
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TENNESSEE DEPARTMENT OF FINANCE AND ADMINISTRATION - 0620
BUREAU OF TENNCARE

CHAPTER 1200-13-13
TENNCARE MEDICAID

STATEMENT OF NECESSITY REQUIRING PUBLIC NECESSITY RULES

I am herewith submitting amendments to the rules of the Tennessee Department of Finance and Admin-
istration, Bureau of TennCare, for promulgation pursuant to the public necessity provisions of the Uniform
Administrative Procedures Act, T.C.A. § 4-5-209 and the Medical Assistance Act, T.C.A. § 71-5-134.

The State of Tennessee has received federal approval for certain amendments to the TennCare Demon-
stration Project (No. 11-W-0015 1/4). Approval of the project modification is granted under the authority
of Section 1115 (a) of the Social Security Act. The amendments are approved through the period ending
June 30, 2007. The TennCare program is a managed care program for both the Medicaid population and
the expansion population.

These amendments set forth a provision addressing the finality of initial orders issued by the Department
of Human Services. They also include certain clarifications to previously filed public necessity rules which
define the processes for granting fair hearings based on valid factual disputes before a Hearing Officer or an
Administrative Law Judge. Such clarifications further refine the requirements for timely submission of eligi-
bility-based appeals and the continuation of benefits pending resolution of such appeals, including appeals
related to disenrollment and changes in eligibility for certain services as a result of certain amendments to
the TennCare Demonstration Project. These amendments are intended to supercede the public necessity
rules previously filed and effective on June 8, 2005, and continuing through the remainder of the period of
effectiveness, will expire on November 20, 2005.

Tennessee Code Annotated, Section 71-5-134, states that in order to comply with or to implement the provi-
sions of any federal waiver or state plan amendment obtained pursuant to the Medical Assistance Act as
amended by Acts 1993, the Commissioner of Finance and Administration is authorized to promulgate public
necessity rules pursuant to Tennessee Code Annotated, Section 4-5-209.

| have made a finding that these amendments are required to conform the current TennCare Medicaid rules
to reflect changes resulting from the amendment of the TennCare waiver.

For a copy of this public necessity rule, contact George Woods at the Bureau of TennCare by mail at 310
Great Circle Road, Nashville, Tennessee 37243 or by telephone at (615) 507-6446.

J. D. Hickey

Deputy Commissioner
Department of Finance and Administration
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PUBLIC NECESSITY RULES

OF

TENNESSEE DEPARTMENT OF FINANCE AND ADMINISTRATION

BUREAU OF TENNCARE

CHAPTER 1200-13-13
TENNCARE MEDICAID

AMENDMENT

Rule 1200-13-13-.12 Other Appeals By TennCare Applicants and Enrollees is amended by deleting paragraph
(1) in its entirety and by substituting instead the following new language so that as amended paragraph (1)

shall read as follows:

(1) Appeal Rights of TennCare Medicaid Applicants or Enrollees.

(a) Appeal Time; Continuation of Services.

1. TennCare Medicaid Appeals.

(i)

(i)

(iii)

TennCare Medicaid applicants or enrollees will be given the opportunity to have an
administrative hearing before a Hearing Officer or an Administrative Law Judge,
as determined by the Department of Human Services, regarding valid factual
disputes concerning denial of his/her application, cost sharing disputes, limitation,
reduction, suspension or termination of eligibility, failure to act upon a request
or application within required timeframes, and disputes regarding disenrollment
from TennCare Medicaid. A valid factual dispute is a dispute that, if resolved in
favor of the appellant, would prevent the state from taking the action that is the
subject of the appeal. The TennCare Bureau designates TDHS to review each
request for a hearing to determine if it is based on a valid factual dispute. If TDHS
determines that an appeal does not present a valid factual dispute, then TDHS
will send the appellant a letter asking him or her to submit additional clarification
regarding the appeal within ten (10) days (inclusive of mail time). Unless such
clarification is timely received and is determined by TDHS to establish a valid
factual dispute, TDHS will dismiss the appeal. TDHS’ decisions with respect to
determination of whether an appeal raises a valid factual dispute shall not be
appealable.

Requests for appeals must be made within forty (40) calendar days (inclusive
of mail time) of the date of the notice to the applicant/enrollee regarding the
intended action or prior to the date of action specified in the notice, whichever is
later, notwithstanding anything else in these rules or in the Department of Human
Services’ administrative procedures rules to the contrary.

Enrollees who request a hearing within twenty (20) calendar days (inclusive of
mail time) of the date of notice or prior to the date of action specified in the notice,
whichever is later, shall retain their eligibility (subject to any changes in covered
services generally applicable to enrollees in their TennCare category) pending a
determination that the enrollee has not raised a valid factual dispute or until the
appeal is otherwise resolved, whichever comes first. If the appeal results in the
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(b)

(c)

PUBLIC NECESSITY RULES

State’s action being sustained, the State reserves its right to recover from the
enrollee the cost of services provided to the enrollee during the pendency of the
appeal.

(iv) Enrollees disputing the applicability of changes in coverage to their current
TennCare category who request a hearing within twenty (20) calendar days (in-
clusive of mail time) of the date of the notice or prior to the date of action speci-
fied in the notice, whichever is later, shall, notwithstanding subsection 1(a)(1)(iii),
continue to receive benefits at the level for the eligibility category alleged by the
enrollee to be currently applicable, pending a determination that the enrollee
has not raised a valid factual dispute or until the appeal is otherwise resolved,
whichever comes first. If the enrollee does not clearly allege the applicability of
a particular eligibility category, benefits will be continued at the level for Non-In-
stitutionalized Medicaid Adults pending a determination that the enrollee has not
raised a valid factual dispute or until the appeal is otherwise resolved, whichever
comes first. If TDHS subsequently determines that the enrollee is alleging that a
particular eligibility category is currently applicable, benefits will be prospectively
continued at the level for such eligibility category pending a determination that
the enrollee has not raised a valid factual dispute or until the appeal is otherwise
resolved, whichever comes first.

To the extent not otherwise modified by this rule, such appeals will be conducted by the
Department of Human Services for TennCare Medicaid applicants/enrollees under the De-
partment of Human Services’ administrative procedures rules, and in accordance with any
other applicable rules, laws or court orders governing those programs, provided that the
finality of initial orders shall be governed by the provisions of Tennessee Code Annotated
Section 4-5-314(b).

Appeal Rights for Disenroliment Related to TennCare Medicaid Eligibility Reforms

1.

TennCare Medicaid enrollees, who have not been determined eligible for open Medicaid
categories pursuant to the Ex Parte Review or Request for Information processes de-
scribed in 1200-13-13-.02, will have the right to request a hearing for 40 days (inclusive
of mail time) from the date of the Termination Notice, notwithstanding anything else in
these rules or in the Department of Human Services’ administrative procedures rules
to the contrary.

To the extent not otherwise modified by this rule, such appeals will be conducted by the
Department of Human Services for TennCare Medicaid applicants/enrollees under the
Department of Human Services’ administrative procedures rules, and in accordance
with any other applicable rules, laws or court orders governing those programs, pro-
vided that the finality of initial orders shall be governed by the provisions of Tennessee
Code Annotated Section 4-5-314(b).

Enrollees will not have the opportunity to request an extension for good cause of the
forty (40) day timeframe in which to request a hearing.

Enrollees who request a hearing within twenty (20) calendar days (inclusive of mail
time) of the date of notice or prior to the date of termination specified in the Termina-
tion Notice, whichever is later, shall retain their eligibility (subject to any changes in
covered services generally applicable to enrollees in their TennCare Medicaid category)
pending a determination that the enrollee has not raised a valid factual dispute or until
the appeal is otherwise resolved, whichever comes first.
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5. The TennCare Bureau designates TDHS to review each request for hearing to deter-
mine if it is based on a valid factual dispute. Enrollees will be given the opportunity
to have an administrative hearing before a Hearing Officer or an Administrative Law
Judge, as determined by TDHS, regarding valid factual disputes related to termination.
If TDHS makes an initial determination that the request for a hearing is not based on
a valid factual dispute, the appellant will receive a notice which provides ten (10) days
(inclusive of mail time) to provide additional clarification of any factual dispute on which
his/her appeal is based. Unless such clarification is timely received and is determined
by TDHS to establish a valid factual dispute, a fair hearing will not be granted.

6. TDHS will grant hearings only for those enrollees raising valid factual disputes related
to the action of disenrollment. A valid factual dispute is a dispute that, if resolved in
favor of the appellant, would prevent the state from taking the adverse action that is
the subject of the appeal. Appeals that do not raise a valid factual dispute will not
proceed to a hearing. Valid factual disputes include, but are not limited to:

(i)  Enrollee received the Termination Notice in error (e.g., they are currently enrolled
in a TennCare Medicaid category that is not ending);

(i) TDHS failed to timely process information submitted by the enrollee during the
requisite time period following the Request for Information or Verification Re-
quest;

(iii) TDHS granted a “good cause” extension of time to reply to the Request for
Information Notice but failed to extend the time (this is the only circumstance
surrounding good cause which can be appealed) ;

(iv) Enrollees requested assistance because of a health, mental health, learning
problem or disability but did not receive this assistance; or

(v) The TennCare Bureau sent the Request for Information or Termination
Notice to the wrong address as defined under state law.

7. If the enrollee does not appeal prior to the date of termination as identified in the Ter-
mination Notice, the enrollee will be terminated from TennCare Medicaid.

8. Ifthe enrollee is granted a hearing and the hearing decision sustains the State’s action,
the State reserves its right to recover from the enrollee the cost of services provided
during the hearing process.

Authority: T.C.A. §§534-5-209, 71-5-105, 71-5-109, Executive Order No. 23

The Public Necessity rules set out herein were properly filed in the Department of State on the 6th day of
July, 2005, and will be effective from the date of filing for a period of 137 days. The Public Necessity rules
remain in effect through the 20th day of November, 2005. (07-09)
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TENNESSEE DEPARTMENT OF FINANCE AND ADMINISTRATION - 0620
BUREAU OF TENNCARE

CHAPTER 1200-13-14
TENNCARE STANDARD

STATEMENT OF NECESSITY REQUIRING PUBLIC NECESSITY RULES

I am herewith submitting amendments to the rules of the Tennessee Department of Finance and Admin-
istration, Bureau of TennCare, for promulgation pursuant to the public necessity provisions of the Uniform
Administrative Procedures Act, T.C.A. § 4-5-209 and the Medical Assistance Act, T.C.A. § 71-5-134.

On June 8, 2005, the State of Tennessee received federal approval for certain amendments to the benefits
covered under the TennCare Demonstration Project (No. 11-W-0015 1/4). Approval of the project modifi-
cation is granted under the authority of Section 1115 (a) of the Social Security Act. The amendments are
approved through the period ending June 30, 2007. The TennCare program is a managed care program
for both the Medicaid population and the expansion population.

Tennessee Code Annotated, Section 71-5-134, states that in order to comply with or to implement the pro-
visions of any federal waiver or state plan amendment obtained pursuant to the Medical Assistance Act as
amended by Acts 1993, the Commissioner of Finance and Administration is authorized to promulgate public
necessity rules pursuant to Tennessee Code Annotated, Section 4-5-209.

| have made a finding that these amendments are required to conform the current TennCare Standard rules
to reflect changes resulting from the amendment of the TennCare waiver.

For a copy of this public necessity rule, contact George Woods at the Bureau of TennCare by mail at 310
Great Circle Road, Nashville, Tennessee 37243 or by telephone at (615) 507-6446.

J. D. Hickey

Deputy Commissioner
Department of Finance
and Administration
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PUBLIC NECESSITY RULES
OF
TENNESSEE DEPARTMENT OF FINANCE AND ADMINISTRATION
BUREAU OF TENNCARE

CHAPTER 1200-13-14
TENNCARE STANDARD

AMENDMENT

Rule 1200-13-14-.04 Covered Services is amended by adding a new paragraph (11) and renumbering the
present paragraph (11) as (12) and subsequent paragraphs renumbered according so as amended the new
paragraph (11) shall read as follows:

(11) Effective August 1, 2005, the covered benefits for TennCare Standard will be as follows:

(a)

(b)

TennCare managed care contractors shall cover, at a minimum, the following services and
benefits subject to any applicable limitations described herein effective August 1, 2005.
Any and all medically necessary services may require prior authorization or approval by the
managed care contractor, except where prohibited by law. In accordance with the John B.
Court Order, MCCs may not deny medically necessary services for children under age 21
due to lack of prior authorization. As stated elsewhere in these rules, managed care orga-
nizations shall not require prior authorization or approval for services rendered in the event
of an emergency need of the enrollee. Such emergency services may be reviewed on the
basis of medical necessity or other MCO administrator requirements, but cannot be denied
solely because the provider did not obtain prior authorization or approval from the enrollee’s
managed care organization. Managed care contractors shall not impose any service limita-
tions that are more restrictive than those described herein; however, this provision shall not
limit the managed care contractor’s ability to establish procedures for the determination of
medical necessity. Services for which there is no federal financial participation (FFP) are
not covered.

Physical Health and Mental Health Services

SERVICE BENEFIT
1. Chiropractic Under age 21: Covered as medically necessary.
Services

Age 21 and older: Covered when determined cost
effective by the MCO.

2. Community Under age 21: Covered as medically necessary.
Health
Services Age 21 and older: As medically necessary, except that

effective August 1, 2005, Methadone Clinic services for
adults age 21 and older are not covered, even if medically
necessary. This includes services that have been prior
authorized and/or initiated, but not completed as of
August 1, 2005.
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SERVICE BENEFIT
3. Convalescent Under age 21: Upon receipt of proof that an enrollee
Care has incurred medically necessary expenses related to

convalescent care, TennCare shall pay for up to and
including the one-hundredth (100") day of confinement
during any calendar year for convalescent facility(ies)
room, board, and general nursing care, provided: (A) a
physician recommends confinement for convalescence;
(B) the enrollee is under the continuous care of a
physician during the entire period of confinement; and (C)
the confinement is required for other than custodial care.

Age 21 and older: Effective August 1, 2005, not covered,
even if medically necessary. This includes services

that have been prior authorized and/or initiated, but not
completed as of August 1, 2005.

4. Dental Services

Under age 21: Preventive, diagnostic, and treatment
services. Orthodontic services must be prior approved and
are limited to individuals under age 21 diagnosed with: (1) a
severe handicapping malocclusion or another developmental
anomaly or injury resulting in severe malalignment or
severe handicapping malocclusion of teeth, documented
by at least 28 points on the Salzmann Scale, or any other
method that is approved by TennCare, or (2) following
repair of an enrollee’s cleft palate. Orthodontic treatment
will not be authorized for cosmetic purposes. Orthodontic
treatment will only be paid for by TennCare as long as the
individual remains eligible. If the orthodontic treatment plan
is approved prior to the enrollee obtaining 20 72 years of age,
and treatment is initiated prior to the enrollee obtaining 21
years of age, such treatment may continue as long as the
enrollee remains eligible.

Age 21 and older: Effective August 1, 2005, not covered,
even if medically necessary. This includes services
which have been prior authorized and/or initiated, but not
completed as of August 1, 2005, except for orthodontic
treatment as specified above.

5. Durable
Medical
Equipment

As medically necessary.

6. Emergency
Air and
Ground
Transportation

As medically necessary.
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SERVICE BENEFIT
7. Screening, Inter- | Under age 21: Covered as medically necessary.
periodic
Screening, Screening, interperiodic screening, diagnostic and follow-

Diagnostic and
Follow-upTreatment
Services for
Children under
age 21

up treatment services as medically necessary. Except for
Dental services, screens shall be in accordance with the
periodicity schedule set forth in the latest “American Academy
of Pediatrics Recommendations for Preventive Pediatric
Health Care” and all components of the screens must be
consistent with the latest “American Academy of Pediatrics
Recommendations for Preventive Pediatric Health Care.”
Dental screens shall be in accordance with the latest periodicity
schedule set forth by either the American Academy of Pediatric
Dentistry or the American Academy of Pediatrics and all
components of the screens must be consistent with the latest
recommendations by the American Academy of Pediatric
Dentistry or the American Academy of Pediatrics.

Age 21 and older: Not covered.

8. Home Health
Care

Under age 21: As medically necessary.

Age 21 and older: As medically necessary, all home health
care as delivered by a licensed Home Health Agency, as
defined by 42 CFR §440.70.

A home health visit includes any of the following: Skilled
Nursing, Physical Therapy, Occupational Therapy, Speech
Pathology and Audiology Services, and Home Health Aide.
Full-time nursing services are not covered for adults 21 years
of age and older, except as part of home respiratory therapy
services for ventilator-dependent enrollees. (See item 34 in this
chart.)

9. Hospice Care

As medically necessary. Must be provided by an organization
certified pursuant to Medicare Hospice requirements.

10. Inpatient and
Outpatient
Substance Abuse
Benefits

Under age 21: As medically necessary.

Age 21 and older: As medically necessary, except that
effective August 1, 2005, Methadone Clinic services for adults
age 21 and older are not covered even if medically necessary.
This includes services that have been prior authorized and/or
initiated, but not completed as of August 1, 2005. Covered
substance abuse treatment services are limited to ten (10)
days detox, with a $30,000 limit in lifetime medically necessary
benefits. This limit on covered services does not apply to
persons who are Severely and/or Persistently Mentally Il

11. Inpatient Hospital
Services

As medically necessary. MCO may conduct concurrent and
retrospective reviews.
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SERVICE BENEFIT
12. Inpatient Under age 21: As medically necessary.
Rehabilitation
Facilities Age 21 and older: Inpatient Rehabilitation Facilities services
may be covered when determined to be a cost effective
alternative by the MCO.
13. Lab and X-ray As medically necessary.
Services
14. Medical As medically necessary.
Supplies
15. Non-Emergency | As medically necessary.
Ambulance
Transportation

16.

Non-Emergency
Transportation

As necessary to get an enrollee to and from covered services,
for enrollees not having access to transportation. MCOs may
require advance notice of the need in order to timely arrange
transportation.

The travel to access primary care and dental services must
meet the requirements of the waiver terms and conditions.
The availability of specialty services is related to travel
distance should meet the usual and customary standards
for the community. However, in the event the MCO is
unable to negotiate such an arrangement for an enrollee
transportation must be provided regardless of whether or
not the enrollee has access to transportation. If the enrollee
is a child, transportation must be provided for the child and
an accompanying adult. However, transportation for a child
shall not be denied pursuant to any policy which poses a
blanket restriction due to enrollee’s age or lack of parental
accompaniment. (Note: Tennessee recognizes the “mature
minor exception” to permission for medical treatment.) Any
decision to deny transportation of a child due to an enrollee’s
age or lack of parental accompaniment must be made on a
case-by-case basis and must be based on the individual facts
surrounding the request. As with any denial, all notices and
actions must be in accordance with the appeal process.

The provision of transportation to and from dental services shall
remain with the MCO.

17.

Occupational
Therapy

Under age 21: Covered as medically necessary.

Age 21 and older: Covered as medically necessary, by a
Licensed Occupational Therapist, to restore, improve, or
stabilize impaired functions.
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SERVICE

BENEFIT

18. Organ
Transplant and
Donor Organ
Procurement

Under age 21: Covered as medically necessary. Experimental
or investigational transplants are not covered.

Age 21 and older: All medically necessary and non-
investigational/experimental organ transplants are covered.
These include, but may not be limited to:

Bone Marrow/Stem Cell

Cornea

Heart

Heart/Lung

Kidney

Kidney/Pancreas

Liver

Lung

Pancreas

Small bowel/Multi-visceral

19. Outpatient

Hospital Services

As medically necessary.

20. Outpatient
Mental Health
Services
(including
physician
services)

As medically necessary.
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SERVICE BENEFIT
21. Pharmacy As medically necessary, subject to the limitations set out below.
Services (obtained | Certain drugs (known as DESI, LTE, IRS drugs) are excluded
directly from from coverage, or as provided herein at 1200-13-14-.04(7) and
an ambulatory 1200-13-14-.10.
retail pharmacy
setting, The following limitations (A) — (B) are effective as of August 1,
outpatient 2005.
hospital
pharmacy, mail (A) Pharmacy services for individuals receiving TennCare-
order pharmacy | reimbursed services in a Nursing Facility or Intermediate Care
or those Facility for the Mentally Retarded, or a Home and Community
administered to Based Services waiver have no quantity limits on the number of
along term care | prescriptions per month.
facility resident
(nursing facility)) | (B) Pharmacy services for all TennCare Standard adults age
21 and older, other than those included in Group (A) above,
are non-covered, effective August 1, 2005, even if medically
necessary. This includes drugs which have been prior
authorized but not received as of August 1, 2005, and/or drugs
for which the initial prescription but not all applicable refills,
or the interim supply but not the balance thereof, have been
received as of August 1, 2005.
TennCare is responsible for the provision and payment
of pharmacy benefits to individuals who are enrolled
in the TennCare Program in the category of TennCare
Medicaid/Medicare dual eligible. However, this does not
include pharmaceuticals administered in a doctor’s office or
administered by other vendors under contract with the MCO.
22. Physical Under age 21: Covered as medically necessary.
Therapy
Age 21 and older: Covered as medically necessary, by a
Licensed Physical Therapist, to restore, improve, or stabilize
impaired functions.
23. Physician As medically necessary.
Inpatient Services
24. Physician Under age 21: As medically necessary.
Outpatient
Services/ Age 21 and older: As medically necessary, except that
Community effective August 1, 2005, Methadone Clinic services for adults
Health Clinics/ age 21 and older are not covered, even if medically necessary.
Other Clinic This includes services that have been prior authorized and/or
Services initiated, but not completed as of August 1, 2005.
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SERVICE BENEFIT
25. Private Duty Under age 21: Covered as medically necessary when
Nursing prescribed by an attending physician for treatment and services

rendered by a registered nurse (R.N.) or a licensed practical
nurse (L.P.N. who is not an immediate relative.

Age 21 and older: Effective August 1, 2005, not covered even
if medically necessary. This includes services which have been
prior authorized and/or initiated, but not completed as of August
1, 2005.

26. Psychiatric
Inpatient
Services

As medically necessary.

27. Psychiatric
Physician
Inpatient
Services

As medically necessary.

28. Psychiatric
Rehabilitation
Services

As medically necessary.

29. Reconstructive
Breast Surgery

Covered in accordance with Tenn. Code Ann. § 56-7-2507
which requires coverage of all stages of reconstructive breast
surgery on a diseased breast as a result of a mastectomy as
well as any surgical procedure on the non-diseased breast
deemed necessary to establish symmetry between the two
breasts in the manner chosen by the physician. The surgical
procedure performed on a non-diseased breast to establish
symmetry with the diseased breast will only be covered if

the surgical procedure performed on a non-diseased breast
occurs within five (5) years of the date the reconstructive breast
surgery was performed on a diseased breast.

30. Renal Dialysis
Services

As medically necessary, for the first ninety (90) days prior to
being covered by Medicare.

31. Sitter Services

Under age 21: As medically necessary, a sitter who is not
a relative may be used where an enrollee is confined to a
hospital as a bed patient and certification is made by a network
physician that R.N. or L.P.N. is needed and neither is available.

Age 21 and older: As of August 1, 2005, not covered even if
medically necessary. This includes services that have been
prior authorized and/or initiated, but not completed as of August
1, 2005.

32. Speech Therapy

Under age 21: Covered as medically necessary.

Age 21 and older: Covered as medically necessary, by a
Licensed Speech Therapist to restore speech (as long as there
is continued medical progress) after a loss or impairment.
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SERVICE

BENEFIT

33. 24-Hour
Psychiatric
Residential
Treatment

As medically necessary.

34. Ventilator
Services

Under 21: As medically necessary.

Age 21 and older. Medically necessary home and community-
based respiratory therapy services provided outside an
institutional setting for ventilator-dependent enrollees, to include
nursing services, when necessary to prevent institutionalization.
Prior approval required.

35. Vision Services

Under 21: Preventive, diagnostic, and treatment services
(including eyeglasses) are covered as medically necessary

Age 21 and older: Medical eye care, meaning evaluation and
management of abnormal conditions, diseases, and disorders
of the eye (not including evaluation and treatment of refractive
state), will be covered. Routine, periodic assessment,
evaluation, or screening of normal eyes and examinations for
the purpose of prescribing, fitting, or changing eyeglasses and/
or contact lenses will not be covered.

(c) Pharmacy

TennCare is permitted under the terms and conditions of the demonstration project ap-
proved by the federal government to restrict coverage of prescription and non-prescription
drugs to a TennCare-approved list of drugs known as a drug formulary. TennCare must
make this list of covered drugs available to the public. Through the use of a formulary, the
following drugs or classes of drugs, or their medical uses, shall be excluded from coverage
or otherwise restricted by TennCare as described in Section 1927 of the Social Security Act

[42 U.S.C. §1396r-8]:
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1. Agents for weight loss or weight gain.

2. Agents to promote fertility or for the treatment of impotence or infertility or for the
reversal of sterilization.

3.  Agents for cosmetic purposes or hair growth.
4.  Agents for symptomatic relief of coughs and colds.
5.  Agents to promote smoking cessation.

6. Prescription vitamins and mineral products, except prenatal vitamins and fluoride
preparations.

7.  Nonprescription drugs.

8.  Covered outpatient drugs, which the manufacturer seeks to require as a condition of
sale that associated tests or monitoring services be purchased exclusively from the
manufacturer or its designee.

TennCare shall not cover drugs considered by the FDA to be Less Than Effective (LTE)
and DESI drugs, or drugs considered to be Identical, Related and Similar (IRS) to DESI and
LTE drugs or any other pharmacy services for which federal financial participation (FFP) is
not available. The exclusion of drugs for which no FFP is available extends to all TennCare
enrollees regardless of the enrollee’s age. TennCare shall not cover experimental or inves-
tigational drugs, which have not received final approval from the FDA.

Authority: T.C.A. §§ 4-5-209, 71-5-105, 71-5-109, 71-5-134, Executive Order No. 23.
The Public Necessity rules set out herein were properly filed in the Department of State on the 1st day of

July, 2005, and will be effective from the date of filing for a period of 165 days. The Public Necessity rules
remain in effect through the 13th day of December, 2005. (07-06 )
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TENNESSEE DEPARTMENT OF FINANCE AND ADMINISTRATION - 0620
BUREAU OF TENNCARE

CHAPTER 1200-13-14
TENNCARE STANDARD

STATEMENT OF NECESSITY REQUIRING PUBLIC NECESSITY RULES

I am herewith submitting amendments to the rules of the Tennessee Department of Finance and Admin-
istration, Bureau of TennCare, for promulgation pursuant to the public necessity provisions of the Uniform
Administrative Procedures Act, T.C.A. § 4-5-209 and the Medical Assistance Act, T.C.A. § 71-5-134.

On June 8, 2005, the State of Tennessee received federal approval for certain amendments to the cost-shar-
ing arrangements under the TennCare Demonstration Project (No. 11-W-0015 1/4). Approval of the project
modification is granted under the authority of Section 1115 (a) of the Social Security Act. The amendments
are approved through the period ending June 30, 2007. The TennCare program is a managed care program
for both the Medicaid population and the expansion population.

This rule is being amended to point out that effective August 1, 2005, there is no Out-of-Pocket Maximum
for enrollee copays and pharmacy services.

Tennessee Code Annotated, Section 71-5-134, states that in order to comply with or to implement the pro-
visions of any federal waiver or state plan amendment obtained pursuant to the Medical Assistance Act as
amended by Acts 1993, the Commissioner of Finance and Administration is authorized to promulgate public
necessity rules pursuant to Tennessee Code Annotated, Section 4-5-209.

| have made a finding that these amendments are required to conform the current TennCare Medicaid rules
to reflect changes resulting from the amendment of the TennCare waiver.

For a copy of this public necessity rule, contact George Woods at the Bureau of TennCare by mail at 310
Great Circle Road, Nashville, Tennessee 37243 or by telephone at (615) 507-6446.

J. D. Hickey

Deputy Commissioner
Department of Finance
and Administration
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PUBLIC NECESSITY RULES
OF
TENNESSEE DEPARTMENT OF FINANCE AND ADMINISTRATION
BUREAU OF TENNCARE

CHAPTER 1200-13-14
TENNCARE STANDARD

AMENDMENTS

Subparagraph (a) of paragraph (3) of rule 1200-13-14-.05 Enrollee Cost Sharing is amended by adding the
sentence “Effective August 1, 2005, there is no Out of Pocket Maximum for enrollee copays” at the end of
the subparagraph so as amended the last paragraph in subparagraph (a) shall read as follows:

Managed care organizations participating in the TennCare program shall be specifically
prohibited from waiving, or discouraging TennCare enrollees from paying, the amounts
described in this provision. Effective August 1, 2005, there is no Out of Pocket Maximum
for enrollee copays.

Subparagraph (a), (b), (d), (e), and (f) of paragraph (7) of rule 1200-13-14-.05 Enrollee Cost Sharing is
amended by adding the sentence “Effective August 1, 2005, there is no Out-of-Pocket Maximum for enrollee
copays” at the end of each subparagraph so as amended the subparagraphs shall read as follows:

(a)

(b)

(d)

(e)

(f)

For enrollees in families with incomes equal to or above two hundred (200%) percent of
the poverty level, the annual out-of-pocket maximum is two thousand ($2,000) dollars per
individual and four thousand ($4,000) dollars per family. Effective August 1, 2005, there is
no Out-of-Pocket Maximum for enrollee copays.

For enrollees in families with incomes below two hundred (200%) percent of the poverty
level, the annual out-of-pocket maximum is one thousand ($1,000) dollars per individual
and two thousand ($2,000) dollars per family. Effective August 1, 2005, there is no Out-of-
Pocket Maximum for enrollee copays.

Effective August 1, 2002, the poverty levels for out-of-pocket maximum will be the poverty
levels used by the Tennessee Department of Human Services. Effective August 1, 2005,
there is no Out-of-Pocket Maximum for enrollee copays.

Effective January 1, 2003, included in the annual out-of-pocket maximums are monthly out-
of-pocket maximums for pharmacy services only. The monthly out-of-pocket maximum for
pharmacy services for all TennCare Standard enrollees is one hundred-fifty ($150.00) dollars
per enrollee per month. Effective August 1, 2005, there is no Out-of-Pocket Maximum for
enrollee copays.

TennCare Standard enrollees are responsible for requesting a review of his/her out-of-pocket
expenditures by TennCare if s/he believes s/he has reached, or is close to reaching, his/her
out-of-pocket maximum. Effective August 1, 2005, there is no Out-of-Pocket Maximum for
enrollee copays.

Subparagraphs (l), (m), and (n) of paragraph (7) of rule 1200-13-14-.05 Enrollee Cost Sharing is deleted in
their entirety and replaced with new subparagraphs (1), (m), and (n) which shall read as follows:

()

Pharmacy and Psychiatric Pharmacy Copayments
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1. Effective August 1, 2005, all TennCare Standard enrollees with incomes at or above
poverty who receive pharmacy services will have nominal copayments on these
services. The copays will be $3.00 for each branded drug and $0 for each covered
generic drug. Generic drugs which exceed the limit of five (5) prescriptions or refills
per enrollee per month are not covered. Family planning drugs and emergency drugs
are exempt from copay.

2. The following groups (adults and children) are exempt from copay:

(i) Individuals receiving hospice services who provide verbal notification of such to
the pharmacy provider at the point of service;

(i) Individuals who are pregnant who provide verbal notification of such to the phar-
macy provider at the point of service; and

(iii) Individuals who are receiving services in a Nursing Facility, an Intermediate Care
Facility for the Mentally Retarded, or a Home and Community Based Services
waiver.

(m) Effective August 1, 2005, there is no maximum out-of-pocket maximum on pharmacy ser-
vices.

(n) The three (3) day supply requirements of the Grier Revised Consent Decree do not affect the
pharmacy copay requirements. Every prescription for all TennCare Standard enrollees will
require a copayment as described herein. In the event the three (3) day supply represents
less than a full prescription, the entire copayment will be required.

Authority: T.C.A. §§4-5-209, 71-5-105, 71-5-109, Executive Order No. 23.

The Public Necessity rules set out herein were properly filed in the Department of State on the 1st day of
July, 2005, and will be effective from the date of filing for a period of 165 days. The Public Necessity rules
remain in effect through the 13th day of December, 2005. (07-07)
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TENNESSEE DEPARTMENT OF FINANCE AND ADMINISTRATION - 0620
BUREAU OF TENNCARE

CHAPTER 1200-13-14
TENNCARE STANDARD

STATEMENT OF NECESSITY REQUIRING PUBLIC NECESSITY RULES

I am herewith submitting amendments to the rules of the Tennessee Department of Finance and Admin-
istration, Bureau of TennCare, for promulgation pursuant to the public necessity provisions of the Uniform
Administrative Procedures Act, T.C.A. § 4-5-209 and the Medical Assistance Act, T.C.A. § 71-5-134.

The State of Tennessee has received federal approval for certain amendments to the TennCare Demon-
stration Project (No. 11-W-0015 1/4). Approval of the project modification is granted under the authority
of Section 1115 (a) of the Social Security Act. The amendments are approved through the period ending
June 30, 2007. The TennCare program is a managed care program for both the Medicaid population and
the expansion population.

This rule is being amended to point out when a provider can bill an enrollee who has reached his/her es-
tablished benefit limit.

Tennessee Code Annotated, Section 71-5-134, states that in order to comply with or to implement the provi-
sions of any federal waiver or state plan amendment obtained pursuant to the Medical Assistance Act as
amended by Acts 1993, the Commissioner of Finance and Administration is authorized to promulgate public
necessity rules pursuant to Tennessee Code Annotated, Section 4-5-209.

| have made a finding that these amendments are required to conform the current TennCare Standard rules
to reflect changes resulting from the amendment of the TennCare waiver.

For a copy of this public necessity rule, contact George Woods at the Bureau of TennCare by mail at 310
Great Circle Road, Nashville, Tennessee 37243 or by telephone at (615) 507-6446.

J. D. Hickey

Deputy Commissioner

Tennessee Department of Finance
and Administration
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PUBLIC NECESSITY RULES
OF
TENNESSEE DEPARTMENT OF FINANCE AND ADMINISTRATION

BUREAU OF TENNCARE

CHAPTER 1200-13-14
TENNCARE STANDARD

AMENDMENT

Paragraph (5) of rule 1200-13-14-.08 Providers is deleted in its entirety and replaced with a new paragraph
(5) which shall read as follows:

(5) Providers may seek payment from a TennCare enrollee only under the following circumstances:

(a) If the services are not covered by the TennCare program and the provider informed the
enrollee the services were not covered prior to providing the services; or

(b) If the services are not covered services because they are in excess of an enrollee’s
established benefit limit. Before a provider can bill an enrollee for a service that is in excess
of the enrollee’s established benefit limit, he/she must first submit a claim to the appropriate
managed care entity and receive a written denial from the managed care entity. The reason
for the denial must be that the service exceeds the enrollee’s benefit limit. Only when the
provider has a written denial of the service because it is in excess of the enrollee’s benefit
limit may he/she bill the enrollee for that service.

Authority: T.C.A. §§4-5-209, 71-5-105, 71-5-109, Executive Order No. 23.

The Public Necessity rules set out herein were properly filed in the Department of State on the 29th day of
July, 2005, and will be effective from the date of filing for a period of 165 days. The Public Necessity rules
remain in effect through the 10th day of January, 2006. (07-45)
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TENNESSEE DEPARTMENT OF FINANCE AND ADMINISTRATION - 0620
BUREAU OF TENNCARE

CHAPTER 1200-13-14
TENNCARE STANDARD

STATEMENT OF NECESSITY REQUIRING PUBLIC NECESSITY RULES

I am herewith submitting amendments to the rules of the Tennessee Department of Finance and Admin-
istration, Bureau of TennCare, for promulgation pursuant to the public necessity provisions of the Uniform
Administrative Procedures Act, T.C.A. § 4-5-209 and the Medical Assistance Act, T.C.A. § 71-5-134.

The State of Tennessee has received federal approval for certain amendments to the TennCare Demon-
stration Project (No. 11-W-0015 1/4). Approval of the project modification is granted under the authority
of Section 1115 (a) of the Social Security Act. The amendments are approved through the period ending
June 30, 2007. The TennCare program is a managed care program for both the Medicaid population and
the expansion population.

These rules are being amended to clarify applicable appeal rights for enrollees who are denied services
that are no longer covered by TennCare effective August 1, 2005, including when an enrollee has exceeded
the monthly pharmacy benefit limit.

Tennessee Code Annotated, Section 71-5-134, states that in order to comply with or to implement the provi-
sions of any federal waiver or state plan amendment obtained pursuant to the Medical Assistance Act as
amended by Acts 1993, the Commissioner of Finance and Administration is authorized to promulgate public
necessity rules pursuant to Tennessee Code Annotated, Section 4-5-209.

| have made a finding that these amendments are required to conform the current TennCare Standard rules
to reflect changes resulting from the amendment of the TennCare waiver.

For a copy of this public necessity rule, contact George Woods at the Bureau of TennCare by mail at 310

Great Circle Road, Nashville, Tennessee 37243 or by telephone at (615) 507-6446.

J. D. Hickey
Deputy Commissioner
Department of Finance and Administration
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PUBLIC NECESSITY RULES
OF

TENNESSEE DEPARTMENT OF FINANCE AND ADMINISTRATION

BUREAU OF TENNCARE

CHAPTER 1200-13-14
TENNCARE STANDARD

AMENDMENTS

Subparagraph (d) of paragraph (1) of rule 1200-13-14-.11 Appeal of Adverse Actions Affecting TennCare
Services or Benefits is amended by adding new parts 3. and 4. which shall read as follows:

3.

Notwithstanding the requirements of this subsection, effective August 1, 2005, such
pharmacy notice will not be provided if the enrollee does not receive the medication of
the type and amount prescribed because the pharmacy services are no longer covered
by TennCare, including when an enrollee has exceeded the monthly pharmacy benefit
limit.

Notwithstanding the requirements of this subsection, effective August 1, 2005, pharma-
cists will verify TennCare coverage for all prescriptions presented by enrollees through
the PBM. If the PBM denies coverage because an enrollee has exceeded the appli-
cable pharmacy benefit limit, the PBM will provide appropriate notice to enrollees on
behalf of the TennCare Bureau. This notice will only be provided upon the first denial
of coverage of a pharmacy service sought by the enrollee that exceeds the monthly
five (5) prescription limit or the monthly two (2) prescription limit on branded drugs.

Subparagraph (g) of paragraph (4) of rule 1200-13-14-.11 Appeal of Adverse Actions Affecting TennCare
Services or Benefits is amended by adding a new part 6. which shall read as follows:

6.

Effective August 1, 2005, notwithstanding the requirements of this subsection, enroll-
ees are not entitled to continuation or reinstatement of services pending an appeal
when the service that is the subject of the appeal, even if prescribed, prior authorized
and/or initiated or ordered prior to August 1, 2005, was denied because it is no longer
covered by TennCare. This includes appeals related to denials of coverage of phar-
macy services when the enrollee exceeds the monthly pharmacy benefit limit.

Subparagraph (a) of paragraph (5) of rule 1200-13-14-.11 Appeal of Adverse Actions Affecting TennCare
Services or Benefits is amended by adding a new part 5. which shall read as follows:

5.

Effective August 1, 2005, notwithstanding the requirements of this subsection, a
three-day supply of the prescribed drug will not be provided to enrollees who present
a prescription at a pharmacy and are denied coverage because the services are not
covered by TennCare, including when enrollees have exceeded the monthly benefit
limit.

Paragraph (5) of rule 1200-13-14-.11 Appeal of Adverse Actions Affecting TennCare Services or Benefits is
amended by adding new subparagraphs (e) and (f) which shall read as follows:

(e) The Bureau of TennCare shall establish a tolerance level for early refills of prescriptions.
Such established tolerance level may be more stringent for narcotic substances. Notwith-
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standing the requirements of this subsection, if an enrollee requests a refill of a prescription
prior to the tolerance level for early refills established by the Bureau, the pharmacy will
deny this request as a service which is non-covered until the applicable tolerance period
has lapsed, and will not provide a three-day supply of the prescribed drug or written notice
in accordance with (1)(d) above.

Effective October 1, 2003, when providing a supply of a prescribed drug as required under
this subsection, TennCare must only provide coverage of a three-day supply of the prescribed
drug.

Paragraph (7) of rule 1200-13-14-.11 Appeal of Adverse Actions Affecting TennCare Services or Benefits is
amended by adding a new subparagraph (h) which shall read as follows:

(h)

In no circumstance will a directive be issued by the TennCare Solutions Unit or an Admin-
istrative Law Judge to provide a service to an enrollee if, when the appeal is resolved, the
service is no longer covered by TennCare for the enrollee. Adirective also will not be issued
by TennCare Solutions Unit if the service cannot reasonably be provided to the enrollee
before the date when the service is no longer covered by TennCare for the enrollee and
such appeal will proceed to a hearing.

Authority: T.C.A. §§4-5-209, 71-5-105, 71-5-109, Executive Order No. 23.

The Public Necessity rules set out herein were properly filed in the Department of State on the 29th day of
July, 2005, and will be effective from the date of filing for a period of 165 days. The Public Necessity rules
remain in effect through the 10th day of January, 2006. (07-46)
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TENNESSEE DEPARTMENT OF FINANCE AND ADMINISTRATION - 0620
BUREAU OF TENNCARE

CHAPTER 1200-13-14
TENNCARE STANDARD

STATEMENT OF NECESSITY REQUIRING PUBLIC NECESSITY RULES

I am herewith submitting amendments to the rules of the Tennessee Department of Finance and Admin-
istration, Bureau of TennCare, for promulgation pursuant to the public necessity provisions of the Uniform
Administrative Procedures Act, T.C.A. § 4-5-209 and the Medical Assistance Act, T.C.A. § 71-5-134.

The State of Tennessee has received federal approval for certain amendments to the TennCare Demon-
stration Project (No. 11-W-0015 1/4). Approval of the project modification is granted under the authority
of Section 1115 (a) of the Social Security Act. The amendments are approved through the period ending
June 30, 2007. The TennCare program is a managed care program for both the Medicaid population and
the expansion population.

These amendments set forth a provision addressing the finality of initial orders issued by the Department
of Human Services. They also include certain clarifications to previously filed public necessity rules which
define the processes for granting fair hearings based on valid factual disputes before a Hearing Officer or an
Administrative Law Judge. Such clarifications further refine the requirements for timely submission of eligi-
bility-based appeals and the continuation of benefits pending resolution of such appeals, including appeals
related to disenrollment and changes in eligibility for certain services as a result of certain amendments to
the TennCare Demonstration Project. These amendments are intended to supercede the public necessity
rules previously filed and effective on June 8, 2005, and continuing through the remainder of the period of
effectiveness, will expire on November 20, 2005.

Tennessee Code Annotated, Section 71-5-134, states that in order to comply with or to implement the provi-
sions of any federal waiver or state plan amendment obtained pursuant to the Medical Assistance Act as
amended by Acts 1993, the Commissioner of Finance and Administration is authorized to promulgate public
necessity rules pursuant to Tennessee Code Annotated, Section 4-5-209.

| have made a finding that these amendments are required to conform the current TennCare Standard rules
to reflect changes resulting from the amendment of the TennCare waiver.

For a copy of this public necessity rule, contact George Woods at the Bureau of TennCare by mail at 310
Great Circle Road, Nashville, Tennessee 37243 or by telephone at (615) 507-6446.

J. D. Hickey

Deputy Commissioner
Department of Finance
and Administration
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PUBLIC NECESSITY RULES
OF

TENNESSEE DEPARTMENT OF FINANCE AND ADMINISTRATION

BUREAU OF TENNCARE

CHAPTER 1200-13-14
TENNCARE STANDARD

AMENDMENT

Rule 1200-13-14-.12 Other Appeals By TennCare Applicants and Enrollees is amended by deleting sub-
paragraph (1)(a) in its entirety and substituting instead the following new language, and is further amended
by adding the following new subparagraphs (1)(b) and 1(c) and renumbering the remaining subparagraphs
accordingly, so that the new subparagraphs (1)(a), (1)(b) and (1)(c) shall read as follows:

(1) Appeal Rights of TennCare Standard Applicants or Enrollees.

(a) Appeal Time; Continuation of Services.

1. TennCare Standard Appeals.

(i)

(i)

(iii)

TennCare Standard applicants or enrollees will be given the opportunity to have an
administrative hearing before a Hearing Officer or an Administrative Law Judge,
as determined by the Department of Human Services, regarding valid factual
disputes concerning denial of his/her application, cost sharing disputes, limitation,
reduction, suspension or termination of eligibility, failure to act upon a request
or application within required timeframes, and disputes regarding disenrollment
from TennCare Standard. A valid factual dispute is a dispute that, if resolved in
favor of the appellant, would prevent the state from taking the action that is the
subject of the appeal. The TennCare Bureau designates TDHS to review each
request for a hearing to determine if it is based on a valid factual dispute. If TDHS
determines that an appeal does not present a valid factual dispute, then TDHS
will send the appellant a letter asking him or her to submit additional clarification
regarding the appeal within ten (10) days (inclusive of mail time). Unless such
clarification is timely received and is determined by TDHS to establish a valid
factual dispute, TDHS will dismiss the appeal. TDHS’ decisions with respect to
determination of whether an appeal raises a valid factual dispute shall not be
appealable.

Requests for appeals must be made within forty (40) calendar days (inclusive
of mail time) of the date of the notice to the applicant/enrollee regarding the
intended action or prior to the date of action specified in the notice, whichever is
later, notwithstanding anything else in these rules or in the Department of Human
Services’ administrative procedures rules to the contrary.

Enrollees who request a hearing within twenty (20) calendar days (inclusive of
mail time) of the date of notice or prior to the date of action specified in the notice,
whichever is later, shall retain their eligibility (subject to any changes in covered
services generally applicable to enrollees in their TennCare category) pending a
determination that the enrollee has not raised a valid factual dispute or until the
appeal is otherwise resolved, whichever comes first. If the appeal results in the
State’s action being sustained, the State reserves its right to recover from the
enrollee the cost of services provided to the enrollee during the pendency of the
appeal.
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(iv) Enrollees disputing the applicability of changes in coverage to their current
TennCare category who request a hearing within twenty (20) calendar days (in-
clusive of mail time) of the date of the notice or prior to the date of action speci-
fied in the notice, whichever is later, shall, notwithstanding subsection 1(a)(1)(iii),
continue to receive benefits at the level for the eligibility category alleged by the
enrollee to be currently applicable, pending a determination that the enrollee
has not raised a valid factual dispute or until the appeal is otherwise resolved,
whichever comes first. If the enrollee does not clearly allege the applicability of
a particular eligibility category, benefits will be continued at the level for Non-In-
stitutionalized Medicaid Adults pending a determination that the enrollee has not
raised a valid factual dispute or until the appeal is otherwise resolved, whichever
comes first. If TDHS subsequently determines that the enrollee is alleging that a
particular eligibility category is currently applicable, benefits will be prospectively
continued at the level for such eligibility category pending a determination that
the enrollee has not raised a valid factual dispute or until the appeal is otherwise
resolved, whichever comes first.

To the extent not otherwise modified by this rule, such appeals will be conducted by the
Department of Human Services for TennCare Standard applicants/enrollees under the De-
partment of Human Services’ administrative procedures rules, and in accordance with any
other applicable rules, laws or court orders governing those programs, provided that the
finality of initial orders shall be governed by the provisions of Tennessee Code Annotated
Section 4-5-314(b).

Appeal Rights for Disenroliment Related to TennCare Standard Eligibility Reforms

1.

TennCare Standard enrollees, who have not been determined eligible for open Medicaid
categories pursuant to the Ex Parte Review or Request for Information processes de-
scribed in 1200-13-14-.02, will have the right to request a hearing for 40 days (inclusive
of mail time) from the date of the Termination Notice, notwithstanding anything else in
these rules or in the Department of Human Services’ administrative procedures rules
to the contrary.

To the extent not otherwise modified by this rule, such appeals will be conducted by the
Department of Human Services for TennCare Standard applicants/enrollees under the
Department of Human Services’ administrative procedures rules, and in accordance
with any other applicable rules, laws or court orders governing those programs, pro-
vided that the finality of initial orders shall be governed by the provisions of Tennessee
Code Annotated Section 4-5-314(b).

Enrollees will not have the opportunity to request an extension for good cause of the
forty (40) day timeframe in which to request a hearing.

Enrollees who request a hearing within twenty (20) calendar days (inclusive of mail
time) of the date of notice or prior to the date of termination specified in the Termina-
tion Notice, whichever is later, shall retain their eligibility (subject to any changes in
covered services generally applicable to enrollees in their TennCare category) pend-
ing a determination that the enrollee has not raised a valid factual dispute or until the
appeal is otherwise resolved, whichever comes first.
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5. The TennCare Bureau designates TDHS to review each request for hearing to determine
if it is based on a valid factual dispute. Enrollees will be given the opportunity to have
an administrative hearing before a Hearing Officer or an Administrative Law Judge, as
determined by TDHS, regarding valid factual disputes related to termination. If TDHS
makes an initial determination that the request for a hearing is not based on a valid
factual dispute, the appellant will receive a notice which provides 10 days (inclusive
of mail time) to provide additional clarification of any factual dispute on which his/her
appeal is based. Unless such clarification is timely received and is determined by
TDHS to establish a valid factual dispute, a fair hearing will not be granted.

6. TDHS will grant hearings only for those enrollees raising valid factual disputes related
to the action of disenrollment. A valid factual dispute is a dispute that, if resolved in
favor of the appellant, would prevent the state from taking the adverse action that is
the subject of the appeal. Appeals that do not raise a valid factual dispute will not
proceed to a hearing. Valid factual disputes include, but are not limited to:

(i)  Enrollee received the Termination Notice in error (e.g., they are currently enrolled
in a TennCare Medicaid or TennCare Standard category that is not ending);

(i) TDHS failed to timely process information submitted by the enrollee during the
requisite time period following the Request for Information or Verification Re-
quest;

(i) TDHS granted a “good cause” extension of time to reply to the Request for
Information Notice but failed to extend the time (this is the only circumstance
surrounding good cause which can be appealed) ;

(iv) Enrollees requested assistance because of a health, mental health, learning
problem or disability but did not receive this assistance; or

(v) The TennCare Bureau sent the Request for Information or Termination Notice to
the wrong address as defined under state law.

7. If the enrollee does not appeal prior to the date of termination as identified in the
Termination Notice, the enrollee will be terminated from TennCare.

8. Ifthe enrollee is granted a hearing and the hearing decision sustains the State’s action,
the State reserves its right to recover from the enrollee the cost of services provided
during the hearing process.

Authority: T.C.A. §§4-5-209, 71-5-105, 71-5-109, Executive Order No. 23.

The Public Necessity rules set out herein were properly filed in the Department of State on the 6th day of
July, 2005, and will be effective from the date of filing for a period of 137 days. The Public Necessity rules
remain in effect through the 20th day of November, 2005. (07-08)
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THE TENNESSEE DEPARTMENT OF HUMAN SERVICES - 1240
FAMILY ASSISTANCE DIVISION

CHAPTER 1240-1-50
FINANCIAL ELIGIBILITY REQUIREMENTS
FAMILIES FIRST PROGRAM

STANDARD OF NEED/INCOME
STATEMENT OF NECESSITY REQUIRING PUBLIC NECESSITY RULES

Tennessee Code Annotated, Section 71-3-155(e) requires that the standard of need for recipients of temporary
assistance in the Families First program for the fiscal year be set by rule of the Tennessee Department of
Human Services on July 1 of each year. TCA Section 71-3-155(f) further requires that the maximum grants
be set, as a percentage of the standard of need, in the annual Appropriations Act or in rule of the Department.
Additionally, because the amount of funding available for grants and the new standard of need is not known
until the passage of the annual Appropriations Act [Section 10, Item 21, Senate Bill 2315/House Bill 2331
(2005)] which did not occur until May 28" of 2005, and because the law requires that the standard of need
and grant amounts be set by rule to be effective on July 1 of the fiscal year, it is not possible to establish
rules by regular rulemaking procedures.

For a complete copy of these public necessity rules, contact: Phyllis Simpson, Assistant General Counsel,
Tennessee Department of Human Services, Citizens Plaza Building, 400 Deaderick Street, 15" Floor,
Nashville, TN 37248-0006, telephone number (615) 313-4731.

Virginia T. Lodge
Commissioner
Tennessee Department of Human Services

PUBLIC NECESSITY RULES
OF
THE TENNESSEE DEPARTMENT OF HUMAN SERVICES
FAMILY ASSISTANCE DIVISION

CHAPTER 1240-1-50
FINANCIAL ELIGIBILITY REQUIREMENTS
FAMILIES FIRST PROGRAM
AMENDMENTS

Rule 1240-1-50-.20 Standard Of Need/Income, is amended by deleting the Rule in its entirety and by
substituting instead the following language so that, as amended, the rule shall read:

1240-1-50-.20 Standard Of Need/Income. The following table shows the maximum income level, consolidated
standard of need, and the possible standard payment amounts and differential grant payment amounts
(maximum payment per assistance group size) to be used in the Families First program to determine eligibility
and amount of payment.

(1)  Families First Cash Assistance Standards
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(d)

(e)
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Consolidated Need Standard (CNS). The Department has developed a consolidated
standard of need based on size of the assistance group (AG), which indicates the amount
of income the assistance group would need to meet subsistence living costs according
to allowances set by the state for items including food, clothing, shelter and utilities,
transportation, medical care, personal incidentals, and school supplies. The CNS is used
as the basis for determining the gross income standard (GIS), the standard payment
amount (SPA), and the Differential Grant Payment Amount (DGPA).

Gross Income Standard (GIS). This standard is set at One Hundred Eighty-Five Percent
(185%) of the consolidated need standard. If the gross countable income of an assistance
group exceeds this standard, the Assistance Group (AG) is not eligible for Families
First.

Standard Payment Amount (SPA). Tennessee does not meet One Hundred Percent
(100%) of need as defined by the consolidated need standard. Rather, a maximum
payment by family size, dependent on available State and Federal funds is paid, except
in the instances specified in 1240-1-50-.20(e).

Differential Grant Payment Amount (DGPA). A Families First Assistance Group which
meets any one of the criteria for exemption from Time Limited Assistance as specified in
1240-1-51-.01(4)(a) through (d), will be eligible for a grant based on the Differential Grant
Payment Amount (DGPA), which is a maximum payment by family size, dependent on
funds available, except in the instances specified in subparagraph (e) below.

Family Benefit Cap

1. No additional benefits will be issued due to the birth of a child when the birth occurs
more than ten (10) calendar months after the later of:

(i)  the date of application for Families First, or

(i)  the date of implementation of the Families First program (September 1, 1996),
as provided by T.C.A. § 71-3-151, unless:

()  the child was conceived as the result of verified rape or incest;

() the child is the firstborn (including all children in the case of a multiple
birth) of a minor included in the Families First grant who becomes a
first-time minor parent;

(lll)  the child does not reside with his/her parent;

(IV) the child was conceived in a month the AG was not receiving Families
First; or

(V) the child was already born prior to the later of the date of application
for Families First or the date of implementation of Families First, and
the child has entered or returned to the home.

2. The additional child will be included in the need standard for the purpose

of determining Families First eligibility. The income of the child, including
child support, will be applied against the need standard in determining the
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Families First payment amount for the family. The child will be considered a
Families First recipient for all other purposes, including Medicaid/TennCare
coverage.

The family benefit cap will not apply to a subsequent period of eligibility for families
who reapply for Families First subsequent to receipt of cash assistance for an
eighteen (18)-month eligibility period during which the child was born, as long as
the reason for prior case closure was other than a failure to comply with work or
child support enforcement requirements or other Personal Responsibility Plan
provisions, and the parent/caretaker had cooperated with the Department as defined
in departmental policies for the Families First program.

(i) Departmental policies and rules with which the parent/caretaker must
cooperate include, but are not limited to:

()  Child support cooperation requirements, such as identifying the absent
parent, meeting with child support enforcement staff, submitting a child
for blood testing, and testifying in court if necessary;

() Carrying out and fulfilling Personal Responsibility Plan provisions and
requirements; or

(Il Carrying out and fulfilling Work Plan provisions and requirements.

An assistance payment is determined as follows:

1.

3.

If the assistance group’s net income (after allowable exclusions and deductions)
equals or exceeds their consolidated need, the assistance group is not eligible.

If the assistance group’s netincome is less than their consolidated need, the monthly
grant amount is the smaller of a maximum payment amount by family size (SPA or
one dollar ($1) - nine dollars ($9), the AG is eligible for Medicaid (TennCare) only,
and is deemed to be a Families First recipient group.

In the case of an AG receiving Families First because one or both parents are
unemployed, if the Principal Wage Earner (PWE) receives Unemployment
Compensation (UC) the UC benefit is deducted from the grant amount determined
after deducting all other countable income from the CNS, to determine the actual
amount of Families First payment for the AG.

The minimum monthly grant which can be paid is ten dollars ($10).

Families First Need/Payment Standards

1.

Tables
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TABLE |

Number of
Pergons in 6 7 8 9 10
Assistance
Group

Gross
Income 1141 1469 | 1743 | 1972 | 2163 | 2322 | 2455 | 2570 | 2671 | 2760
Standard

Consolidated
Need 617 794 942 1066 | 1169 | 1255 | 1327 | 1389 | 1444 | 1492
Standard

Maximum
Payment 95 142 185 226 264 305 345 386 425 467
(SPA)

Minimum Families First Payment is $10 per month for any Assistance Group

Number of
Persons in
Assistance
Group

11 12 13 14 15 16 17 18 19 20

Gross
Income 2842 | 2917 | 2988 | 3056 | 3119 | 3176 | 3228 | 3269 | 3299 | 3310
Standard

Consolidated
Need 1536 | 1577 | 1615 | 1652 | 1686 | 1717 | 1745 | 1767 | 1783 | 1789
Standard

Maximum
Payment 508 549 589 630 670 711 750 790 831 871
(SPA)

Minimum Families First Payment is $10 per month for any Assistance Group

TABLE I

Number of
Per§ons in 6 7 8 9 10
Assistance
Group

Gross
Income 1141 1469 | 1743 | 1972 | 2163 | 2322 | 2455 | 2570 | 2671 | 2760
Standard

Consolidated
Need 617 794 942 1066 | 1169 | 1255 | 1327 | 1389 | 1444 | 1492
Standard
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Maximum
Payment 140 192 232 242 291 305 345 386 425 467
(DGPA)

Minimum Families First Payment is $10 per month for any Assistance Group

Number of
Persons in
Assistance
Group

11 12 13 14 15 16 17 18 19 20

Gross
Income 2842 | 2917 | 2988 | 3056 | 3119 | 3176 | 3228 | 3269 | 3299 | 3310
Standard

Consolidated
Need 1536 | 1577 | 1615 | 1652 | 1686 | 1717 | 1745 | 1767 | 1783 | 1789
Standard

Maximum
Payment 508 549 589 630 670 711 750 790 831 871
(DGPA)

Minimum Families First Payment is $10 per month for any Assistance Group

2. The Families First standard payment amount (maximum payment) for an assistance
group of three (3) persons represents 19.6% of the consolidated need for an
assistance group of that size. The Families First maximum differential grant payment
amount for an assistance group of three (3) persons represents 24.6% of the
consolidated need for an assistance group of that size. The payments for groups
composed of different numbers of recipients represent an upward or downward
adjustment of the percentage in the preceding sentences which is necessary to
maintain the payment at a level not more or less than that paid in fiscal year 2004-
2005.

3. Standard for Families First Transitional Services

(i) Families First assistance groups and other low-income families may receive
transitional services after the Families First case closes.

(i)  For purposes of this Part, “transitional services” is defined as services to
assist the customer in attaining long-term self-sufficiency.

(iii)  Transitional services will be provided subject to the continued availability
of state and/or federal funding.

(iv) In order to receive these services, the assistance group’s gross monthly
income must meet a standard of need.
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(v) The standard of need for transitional services under this Part is defined as Two
Hundred Percent (200%) of the Federal poverty level for the assistance group
family size. The standard of need for this Part does not apply to Transitional
Child Care or Transitional Medicaid.

Authority: T.C.A. §§ 4-5-209, 71-1-105, 71-3-151—71-3-165, 71-3-154(i), and 71-3-155(¢)-(q); Senate Bill
2315/House Bill 2331 (2005); 42 U.S.C. §§ 601 et seq.; 42 U.S.C. § 1315; and 45 C.F.R. § 233.20.

The public necessity rules set out herein were properly filed in the Department of State on the 1st day of
July, 2005 and will be effective from the date of filing for a period of 165 days. These public necessity rules
will remain in effect through the 13th day of December, 2005. (07-01)
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RULEMAKING HEARINGS

THE DEPARTMENT OF COMMERCE AND INSURANCE - 0780
INSURANCE DIVISION

There will be a hearing before the Insurance Division of the Department of Commerce and Insurance (“Divi-
sion”) to consider the promulgation of rules. The hearing will be conducted in the manner prescribed by the
Uniform Administrative Procedures Act, Tennessee Code Annotated, Section 4-5-204 and will take place
in Conference Room A of the Davy Crockett Tower located at 500 James Robertson Parkway, Nashville,
Tennessee 37243 at 10:00 a.m. CST on the 15th day of September, 2005.

Any individuals with disabilities who wish to participate in these proceedings should contact the Division to
discuss any auxiliary aids of services needed to facilitate such participation. Such initial contact may be
made no less than ten (10) days prior to the scheduled meeting date, to allow time for the Division to de-
termine how it may reasonably provide such aid or service. Initial contact may be made with the Division’s
ADA Coordinator at Davy Crockett Tower, 500 James Robertson Parkway, Nashville, Tennessee 37243 and
(615) 741-6500.

For a copy of this notice of rulemaking hearing contact: John F. Morris, Staff Attorney, Office of Legal Counsel,

Davy Crockett Tower, Fifth Floor, Nashville, Tennessee 37243, Department of Commerce and Insurance,
and (615) 741-2199.

SUBSTANCE OF PROPOSED RULES

CHAPTER 0780-1-58
MEDICARE SUPPLEMENT INSURANCE MINIMUM STANDARDS

AMENDMENTS

Chapter 0780-1-58 Medicare Supplement Insurance Minimum Standards is amended by deleting the chapter
in its entirety and substituting the following language so that, as amended, the chapter shall read:

CHAPTER 0780-1-58
MEDICARE SUPPLEMENT INSURANCE MINIMUM STANDARDS
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0780-1-58-.01 PURPOSE.
The purpose of this regulation is to provide for the reasonable standardization of coverage and
simplification of terms and benefits of Medicare supplement policies; to facilitate public understanding
and comparison of such policies; to eliminate provisions contained in such policies which may be
misleading or confusing in connection with the purchase of such policies or with the settlement of
claims; and to provide for full disclosures in the sale of accident and sickness insurance coverages
to persons eligible for Medicare.

Authority: T.C.A. §§ 56-2-301, 56-7-1425 through 1430, and 56-7-1451 through 56-7-1459.

0780-1-58-.02 AUTHORITY.
This regulation is issued pursuant to the authority vested in the Commissioner under T.C.A. § 56-2-
301, the Medicare Supplemental Insurance Protection Act, Tenn. Code Ann. §§ 56-7-1425 through
1430, and Tenn. Code Ann. §§ 56-7-1451 through 1459.

Authority: T.C.A. §§ 56-2-301, 56-7-1425 through 1430, and 56-7-1451 through 56-7-1459.

0780-1-58-.03 APPLICABILITY AND SCOPE.

(1) Except as otherwise specifically provided in Rules .07, .12, .13, .16, and .21, this Chapter
shall apply to:

(a) All Medicare supplement policies delivered or issued for delivery in this state on or
after the effective date of this Chapter; and

(b) All certificates issued under group Medicare supplement policies which certificates
have been delivered or issued for delivery in this state.

(2) This Chapter shall not apply to a policy or contract of one (1) or more employers or labor
organizations, or of the trustees of a fund established by one (1) or more employers or
labor organizations, or combination thereof, for employees or former employees, or a
combination thereof, or for members or former members, or a combination thereof, of the
labor organizations.

Authority: T.C.A. §§ 56-2-301, 56-7-1425 through 1430, and 56-7-1451 through 56-7-1459.

0780-1-58-.04 DEFINITIONS.
For purposes of this Chapter:
(1) “Applicant” means:

(a) In the case of an individual Medicare supplement policy, the person who seeks to
contract for insurance benefits, and

(b) In the case of a group Medicare supplement policy, the proposed certificate
holder.
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“Bankruptcy” means when a Medicare Advantage organization that is not an issuer has filed,
or has had filed against it, a petition for declaration of bankruptcy and has ceased doing
business in the state.

“Certificate” means any certificate delivered or issued for delivery in this state under a group
Medicare supplement policy.

“Certificate form” means the form on which the certificate is delivered or issued for delivery
by the issuer.

“CMS” means the Centers for Medicare & Medicaid Services.

“Commissioner” means the Commissioner of the Tennessee Department of Commerce and
Insurance.

“Continuous period of creditable coverage” means the period during which an individual
was covered by creditable coverage, if during the period of coverage the individual had no
breaks in coverage greater than sixty-three (63) days.

(a) “Creditable coverage” means, with respect to an individual, coverage of the individual
provided under any of the following:

1. A group health plan;

2. Health insurance coverage;

3. Part A or Part B of Title XVIII of the Social Security Act (Medicare);

4, Title XIX of the Social Security Act (Medicaid), other than coverage consisting
solely of benefits under section 1928;

5. Chapter 55 of Title 10 United States Code (CHAMPUS);

6. A medical care program of the Indian Health Service or of a tribal

organization;
7. A State health benefits risk pool;

8. Ahealth plan offered under Chapter 89 of Title 5 United States Code (Federal
Employees Health Benefits Program);

9. A public health plan as defined in federal regulation; and

10. A health benefit plan under Section 5(e) of the Peace Corps Act (22 United
States Code 2504(e)).

(a) “Creditable coverage” shall not include one or more, or any combination of the
following:

1. Coverage only for accident or disability income insurance, or any combination
thereof;

2. Coverage issued as a supplement to liability insurance;
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3. Liability insurance, including general liability insurance and automobile
liability insurance;

4, Workers’ compensation or similar insurance;

5. Automobile medical payment insurance;

6. Credit-only insurance;

7. Coverage for on-site medical clinics; and

8. Other similar insurance coverage, specified in federal regulations, under

which benefits for medical care are secondary or incidental to other
insurance benefits.

(b) “Creditable coverage” shall not include the following benefits if they are provided
under a separate policy, certificate or contract of insurance or are otherwise not an
integral part of the plan:

1. Limited scope dental or vision benefits;

2. Benefits for long-term care, nursing home care, home health care,
community-based care, or any combination thereof; and

3. Such other similar, limited benefits as are specified in federal regulations.

(c) “Creditable coverage” shall not include the following benefits if offered as independent,
non-coordinated benefits:

1. Coverage only for a specified disease or illness; and
2. Hospital indemnity or other fixed indemnity insurance.
(d) “Creditable coverage” shall not include the following if it is offered as a separate

policy, certificate or contract of insurance:

1. Medicare supplemental health insurance as defined under Section
1882(g)(1) of the Social Security Act;

2. Coverage supplemental to the coverage provided under Chapter 55 of Title
10, United States Code; and

3. Similar supplemental coverage provided to coverage under a group health
plan.
(9) “Department” means the Tennessee Department of Commerce and Insurance.

(10) “Employee welfare benefit plan” means a plan, fund or program of employee benefits as
defined in 29 U.S.C. Section 1002 (Employee Retirement Income Security Act).

(11) “Insolvency” means when an issuer, licensed to transact the business of insurance in this
state, has had a final order of liquidation entered against it with a finding of insolvency by
a court of competent jurisdiction in the issuer’s state of domicile.
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“Issuer” includes insurance companies, fraternal benefit societies, health care service plans,
health maintenance organizations, and any other entity delivering or issuing for delivery in
this state Medicare supplement policies or certificates.

“Medicare” means the “Health Insurance for the Aged Act,” Title XVIII of the Social Security
Amendments of 1965, as then constituted or later amended.

“Medicare Advantage plan” means a plan of coverage for health benefits under Medicare
Part C as defined in Section 1859 found in Title 1V, Subtitle A, Chapter 1 of P.L. 105-33, and
includes:

(a) Coordinated care plans which provide health care services, including but not
limited to health maintenance organization plans (with or without a point-of-service
option), plans offered by provider-sponsored organizations, and preferred provider
organization plans;

(b) Medical savings account plans coupled with a contribution into a Medicare Advantage
plan medical savings account; and

(c) Medicare Advantage private fee-for-service plans.

“Medicare supplement policy” means a group or individual policy of [accident and sickness]
insurance or a subscriber contract [of hospital and medical service associations or health
maintenance organizations], other than a policy issued pursuant to a contract under Section
1876 of the federal Social Security Act (42 U.S.C. Sections 1395, et seq.) or an issued
policy under a demonstration project specified in 42 U.S.C. Section 1395ss(g)(1), which
is advertised, marketed or designed primarily as a supplement to reimbursements under
Medicare for the hospital, medical or surgical expenses of persons eligible for Medicare.
“Medicare supplement policy” does not include Medicare Advantage plans established under
Medicare Part C, Outpatient Drug plans established under Medicare Part D, or any Health
Care Prepayment Plan (HCPP) that provides benefits pursuant to an agreement under
Section 1833(a)(1)(A) of the Social Security Act.

“NAIC” means the National Association of Insurance Commissioners.

“Policy form” means the form on which the policy is delivered or issued for delivery by the
issuer.

“Secretary” means the Secretary of the United States Department of Health and Human
Services.

Authority: T.C.A. §§ 56-2-301, 56-7-1425 through 1430, and 56-7-1451 through 56-7-1459.

0780-1-58-.05 POLICY DEFINITIONS AND TERMS.

No policy or certificate may be advertised, solicited or issued for delivery in this state as a Medicare
supplement policy or certificate unless the policy or certificate contains definitions or terms which
conform to the requirements of this section.

(1)

“Accident,” “accidental injury,” or “accidental means” shall be defined to employ “result”
language and shall not include words which establish an accidental means test or use
words such as “external, violent, visible wounds” or similar words of description or
characterization.
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(a) The definition shall not be more restrictive than the following: “Injury or injuries for
which benefits are provided means accidental bodily injury sustained by the insured
person which is the direct result of an accident, independent of disease or bodily
infirmity or any other cause, and occurs while insurance coverage is in force.”

(b) The definition may provide that injuries shall not include injuries for which benefits
are provided or available under any workers’ compensation, employer’s liability or
similar law, or motor vehicle no-fault plan, unless prohibited by law.

“Benefit period” or “Medicare benefit period” shall not be defined more restrictively than as
defined in the Medicare program.

“Convalescent nursing home,” “extended care facility,” or “skilled nursing facility” shall not
be defined more restrictively than as defined in the Medicare program.

“Health care expenses” means, for purposes of Rule 0780-1-58-.14, expenses of health
maintenance organizations associated with the delivery of health care services, which
expenses are analogous to incurred losses of insurers.

“Hospital” may be defined in relation to its status, facilities and available services or to
reflect its accreditation by the Joint Commission on Accreditation of Hospitals, but not more
restrictively than as defined in the Medicare program.

“Medicare” shall be defined in the policy and certificate. Medicare may be substantially
defined as “The Health Insurance for the Aged Act, Title XVIII of the Social Security
Amendments of 1965 as Then Constituted or Later Amended,” or “Title I, Part | of Public
Law 89-97, as Enacted by the Eighty-Ninth Congress of the United States of America and
popularly known as the Health Insurance for the Aged Act, as then constituted and any later
amendments or substitutes thereof,” or words of similar import.

“Medicare eligible expenses” shall mean expenses of the kinds covered by Medicare Parts
A and B, to the extent recognized as reasonable and medically necessary by Medicare.

“Physician” shall not be defined more restrictively than as defined in the Medicare
program.

“Sickness” shall not be defined to be more restrictive than the following:

(a) “Sickness means illiness or disease of an insured person which first manifests itself
after the effective date of insurance and while the insurance is in force.”

(b) The definition may be further modified to exclude sicknesses or diseases for which
benefits are provided under any workers’ compensation, occupational disease,
employer’s liability or similar law.

Authority: T.C.A. § 56-7-1453(c).

0780-1-58-.06 POLICY PROVISIONS.

(1)

Except for permitted preexisting condition clauses as described in Rules 0780-1-58-.07(a)1.
and 0780-1-58-.08(a)1., no policy or certificate may be advertised, solicited or issued for
delivery in this state as a Medicare supplement policy if the policy or certificate contains
limitations or exclusions on coverage that are more than those of Medicare.
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(2) No Medicare supplement policy or certificate may use waivers to exclude, limit or reduce
coverage or benefits for specifically named or described preexisting diseases or physical
conditions.

(3) No Medicare supplement policy or certificate in force in this state shall contain benefits

which duplicate benefits provided by Medicare.

(4)

(b)

(c)

(a) Subject to Rules 0780-1-58-.07(1)(d), (e) and (g), and 0780-1-58-.08(1)(d)
and (e), a Medicare supplement policy with benefits for outpatient prescription drugs
in existence prior to January 1, 2006 shall be renewed for current policyholders who
do not enroll in Part D at the option of the policyholder.

A Medicare supplement policy with benefits for outpatient prescription drugs shall
not be issued after December 31, 2005.

After December 31, 2005, a Medicare supplement policy with benefits for outpatient
prescription drugs may not be renewed after the policyholder enrolls in Medicare
Part D unless:

1. The policy is modified to eliminate outpatient prescription coverage for
expenses of outpatient prescription drugs incurred after the effective date
of the individual's coverage under a Part D plan; and

2. Premiums are adjusted to reflect the elimination of outpatient prescription
drug coverage at the time of Medicare Part D enroliment, accounting for
any claims paid, if applicable.

Authority: T.C.A. § 56-7-1453(c) and (e).

0780-1-58-.07 MINIMUM BENEFIT STANDARDS FOR POLICIES OR CERTIFICATES ISSUED FOR
DELIVERY PRIOR TO JULY 1, 1992.

No policy or certificate may be advertised, solicited or issued for delivery in this state as a Medicare
supplement policy or certificate unless it meets or exceeds the following minimum standards. These
are minimum standards and do not preclude the inclusion of other provisions or benefits which are
not inconsistent with these standards.

(1) General Standards. The following standards apply to Medicare supplement policies and
certificates and are in addition to all other requirements of this regulation.

(a)

(b)

A Medicare supplement policy or certificate shall not exclude or limit benefits
for losses incurred more than six (6) months from the effective date of coverage
because it involved a preexisting condition. The policy or certificate shall not define
a preexisting condition more restrictively than a condition for which medical advice
was given or treatment was recommended by or received from a physician within
six (6) months before the effective date of coverage.

A Medicare supplement policy or certificate shall not indemnify against losses
resulting from sickness on a different basis than losses resulting from accidents.
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A Medicare supplement policy or certificate shall provide that benefits designed
to cover cost sharing amounts under Medicare will be changed automatically to
coincide with any changes in the applicable Medicare deductible amount and co-
payment percentage factors. Premiums may be modified to correspond with such
changes.

A “noncancellable,” “guaranteed renewable,” or “noncancellable and guaranteed
renewable” Medicare supplement policy shall not:

1. Provide for termination of coverage of a spouse solely because of the
occurrence of an event specified for termination of coverage of the insured,
other than the nonpayment of premium; or

2. Be cancelled or nonrenewed by the issuer solely on the grounds of
deterioration of health.

1. Except as authorized by the Commissioner, an issuer shall neither cancel
nor nonrenew a Medicare supplement policy or certificate for any reason
other than nonpayment of premium or material misrepresentation.

2. If a group Medicare supplement insurance policy is terminated by the group
policyholder and not replaced as provided in Subparagraph (a)5.(iv) of this
Paragraph, the issuer shall offer certificateholders an individual Medicare
supplement policy. The issuer shall offer the certificateholder at least the
following choices:

(i) An individual Medicare supplement policy currently offered by
the issuer having comparable benefits to those contained in the
terminated group Medicare supplement policy; and

(ii) An individual Medicare supplement policy which provides only such
benefits as are required to meet the minimum standards as defined
in Rule 0780-1-58-.08(b).

3. If membership in a group is terminated, the issuer shall:

(i) Offer the certificate holder the conversion opportunities described
in Subparagraph (a)5.(ii) of this Paragraph; or

(ii) At the option of the group policyholder, offer the certificateholder
continuation of coverage under the group policy.

4, If a group Medicare supplement policy is replaced by another group Medicare
supplement policy purchased by the same policyholder, the issuer of the
replacement policy shall offer coverage to all persons covered under the
old group policy on its date of termination. Coverage under the new group
policy shall not result in any exclusion for preexisting conditions that would
have been covered under the group policy being replaced.

Termination of a Medicare supplement policy or certificate shall be without prejudice

to any continuous loss which commenced while the policy was in force but the
extension of benefits beyond the period during which the policy was in force may be
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predicated upon the continuous total disability of the insured, limited to the duration
of the policy benefit period, if any, or to payment of the maximum benefits. Receipt of
Medicare Part D benefits will not be considered in determining a continuous loss.

If a Medicare supplement policy eliminates an outpatient prescription drug benefit as
a result of requirements imposed by the Medicare Prescription Drug, Improvement,
and Modernization Act of 2003, the modified policy shall be deemed to satisfy the
guaranteed renewal requirements of this Rule.

(3) Minimum Benefit Standards.

(a)

(b)

(c)

(d)

(e)

(f)

(9)

Coverage of Part A Medicare eligible expenses for hospitalization to the extent not
covered by Medicare from the sixty-first (61%!) day through the ninetieth (90") day
in any Medicare benefit period;

Coverage for either all or none of the Medicare Part A inpatient hospital deductible
amount;

Coverage of Part A Medicare eligible expenses incurred as daily hospital charges
during use of Medicare’s lifetime hospital inpatient reserve days;

Upon exhaustion of all Medicare hospital inpatient coverage including the lifetime
reserve days, coverage of ninety percent (90%) of all Medicare Part A eligible
expenses for hospitalization not covered by Medicare subject to a lifetime maximum
benefit of an additional three hundred sixty-five (365) days;

Coverage under Medicare Part A for the reasonable cost of the first three (3) pints
of blood (or equivalent quantities of packed red blood cells, as defined under federal
regulations) unless replaced in accordance with federal regulations or already paid
for under Part B;

Coverage for the coinsurance amount, or in the case of hospital outpatient department
services paid under a prospective payment system, the copayment amount, of
Medicare eligible expenses under Part B regardless of hospital confinement, subject
to a maximum calendar year out-of-pocket amount equal to the Medicare Part B
deductible [$100];

Effective January 1, 1990, coverage under Medicare Part B for the reasonable cost
of the first three (3) pints of blood (or equivalent quantities of packed red blood cells,
as defined under federal regulations), unless replaced in accordance with federal
regulations or already paid for under Part A, subject to the Medicare deductible
amount.

Authority: T.C.A. § 56-2-301.

0780-1-58-.08 BENEFIT STANDARDS FOR POLICIES OR CERTIFICATES ISSUED OR DELIVERED ON
OR AFTER JULY 1, 1992.

The standards required by this Rule are applicable to all Medicare supplement policies or certificates
delivered or issued for delivery in this state on or after July 1, 1992. No policy or certificate may be
advertised, solicited, delivered or issued for delivery in this state as a Medicare supplement policy
or certificate unless it complies with the benefit standards set forth in this Rule.
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General Standards. The following standards apply to Medicare supplement policies and
certificates and are in addition to all other requirements of this Chapter:

(a)

(b)

(c)

(d)

(e)

A Medicare supplement policy or certificate shall not exclude or limit benefits
for losses incurred more than six (6) months from the effective date of coverage
because it involved a preexisting condition. The policy or certificate may not define
a preexisting condition more restrictively than a condition for which medical advice
was given or treatment was recommended by or received from a physician within
six (6) months before the effective date of coverage.

A Medicare supplement policy or certificate shall not indemnify against losses
resulting from sickness on a different basis than losses resulting from accidents.

A Medicare supplement policy or certificate shall provide that benefits designed
to cover cost sharing amounts under Medicare will be changed automatically to
coincide with any changes in the applicable Medicare deductible amount and
copayment percentage factors. Premiums may be modified to correspond with
such changes.

No Medicare supplement policy or certificate shall provide for termination of coverage
of a spouse solely because of the occurrence of an event specified for termination
of coverage of the insured, other than the nonpayment of premium.

Each Medicare supplement policy shall be guaranteed renewable.

1. The issuer shall not cancel or nonrenew the policy solely on the ground of
health status of the individual.

2. The issuer shall not cancel or nonrenew the policy for any reason other
than nonpayment of premium or material misrepresentation.

3. If the Medicare supplement policy is terminated by the group policyholder
and is not replaced as provided under Subparagraph (v) below, the issuer
shall offer certificateholders an individual Medicare supplement policy which
(at the option of the certificateholder):

(i) Provides for continuation of the benefits contained in the group
policy; or
(ii) Provides for benefits that otherwise meet the requirements of this
subsection.
4, If an individual is a certificate holder in a group Medicare supplement policy

and the individual terminates membership in the group, the issuer shall:

(i) Offer the certificateholder the conversion opportunity described in
Subpart (3) of this Subparagraph (e); or

(ii) At the option of the group policyholder, offer the certificateholder
continuation of coverage under the group policy.

5. If a group Medicare supplement policy is replaced by another group Medicare
supplement policy purchased by the same policyholder, the issuer of the
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replacement policy shall offer coverage to all persons covered under the
old group policy on its date of termination. Coverage under the new policy
shall not result in any exclusion for preexisting conditions that would have
been covered under the group policy being replaced.

6. If a Medicare supplement policy eliminates an outpatient prescription drug
benefit as a result of requirements imposed by the Medicare Prescription
Drug, Improvement, and Modernization Act of 2003, the modified policy shall
be deemed to satisfy the guaranteed renewal requirements of this Rule.

Termination of a Medicare supplement policy or certificate shall be without prejudice
to any continuous loss which commenced while the policy was in force, but the
extension of benefits beyond the period during which the policy was in force may be
conditioned upon the continuous total disability of the insured, limited to the duration
of the policy benefit period, if any, or payment of the maximum benefits. Receipt
of Medicare Part D benefits shall not be considered in determining a continuous
loss.

1. A Medicare supplement policy or certificate shall provide that benefits and
premiums under the policy or certificate shall be suspended at the request
of the policyholder or certificateholder for the period (not to exceed twenty-
four (24) months) in which the policyholder or certificateholder has applied
for and is determined to be entitled to medical assistance under Title XIX
of the Social Security Act, but only if the policyholder or certificateholder
notifies the issuer of the policy or certificate within ninety (90) days after
the date the individual becomes entitled to assistance.

2. If suspension occurs and if the policyholder or certificateholder loses
entitlement to medical assistance, the policy or certificate shall be
automatically reinstituted (effective as of the date of termination of
entitlement) as of the termination of entitlement if the policyholder or
certificateholder provides notice of loss of entitlement within ninety (90)
days after the date of loss and pays the premium attributable to the period,
effective as of the date of termination of entitiement.

3. Each Medicare supplement policy shall provide that benefits and premiums
under the policy shall be suspended (for any period that may be provided
by federal regulation) at the request of the policyholder if the policyholder
is entitled to benefits under Section 226(b) of the Social Security Act and is
covered under a group health plan (as defined in Section 1862(b)(1)(A)(v)
of the Social Security Act). If suspension occurs and if the policyholder or
certificate holder loses coverage under the group health plan, the policy shall
be automatically reinstituted (effective as of the date of loss of coverage) if
the policyholder provides notice of loss of coverage within ninety (90) days
after the date of the loss.

4, Reinstitution of coverages as described in Subparagraphs (g)1. and (g)2.

of this Paragraph:

(i) Shall not provide for any waiting period with respect to treatment
of preexisting conditions;
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(ii) Shall provide for resumption of coverage that is substantially
equivalent to coverage in effect before the date of suspension. If
the suspended Medicare supplement policy provided coverage for
outpatient prescription drugs, reinstitution of the policy for Medicare
Part D enrollees shall be without coverage for outpatient prescription
drugs and shall otherwise provide substantially equivalent coverage
to the coverage in effect before the date of suspension; and

(iii) Shall provide for classification of premiums on terms at least as
favorable to the policyholder or certificateholder as the premium
classification terms that would have applied to the policyholder or
certificateholder had the coverage not been suspended.

Standards for Basic (Core) Benefits Common to Benefit Plans A — J.

Every issuer shall make available a policy or certificate including only the following basic
“core” package of benefits to each prospective insured. An issuer may make available to
prospective insureds any of the other Medicare Supplement Insurance Benefit Plans in
addition to the basic core package, but not in lieu of it.

(a)

(b)

(c)

(d)

(e)

Coverage of Part A Medicare eligible expenses for hospitalization to the extent not
covered by Medicare from the sixty-first (61%!) day through the ninetieth (90") day
in any Medicare benefit period;

Coverage of Part A Medicare eligible expenses incurred for hospitalization to the
extent not covered by Medicare for each Medicare lifetime inpatient reserve day
used;

Upon exhaustion of the Medicare hospital inpatient coverage, including the lifetime
reserve days, coverage of one hundred percent (100%) of the Medicare Part A
eligible expenses for hospitalization paid at the applicable prospective payment
system (PPS) rate, or other appropriate Medicare standard of payment, subject
to a lifetime maximum benefit of an additional three hundred sixty-five (365) days.
The provider shall accept the issuer’s payment as payment in full and may not bill
the insured for any balance;

Coverage under Medicare Parts A and B for the reasonable cost of the first three (3)
pints of blood (or equivalent quantities of packed red blood cells, as defined under
federal regulations) unless replaced in accordance with federal regulations;

Coverage for the coinsurance amount, or in the case of hospital outpatient department
services paid under a prospective payment system, the copayment amount, of
Medicare eligible expenses under Part B regardless of hospital confinement, subject
to the Medicare Part B deductible;

Standards for Additional Benefits. The following additional benefits shall be included in
Medicare Supplement Benefit Plans B through J only as provided by Rule 0780-1-58-.09:;

(a)

(b)

Medicare Part A Deductible. Coverage for all of the Medicare Part A inpatient hospital
deductible amount per benefit period.

Skilled Nursing Facility Care. Coverage for the actual billed charges up to the
coinsurance amount from the twenty-first (21%!) day through the one hundredth
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(100™) day in a Medicare benefit period for post-hospital skilled nursing facility care
eligible under Medicare Part A.

Medicare Part B Deductible. Coverage for all of the Medicare Part B deductible
amount per calendar year regardless of hospital confinement.

Eighty Percent (80%) of the Medicare Part B Excess Charges. Coverage for eighty
percent (80%) of the difference between the actual Medicare Part B charge as billed,
not to exceed any charge limitation established by the Medicare program or state
law, and the Medicare-approved Part B charge.

One Hundred Percent (100%) of the Medicare Part B Excess Charges. Coverage
for all of the difference between the actual Medicare Part B charge as billed, not
to exceed any charge limitation established by the Medicare program or state law,
and the Medicare-approved Part B charge.

Basic Outpatient Prescription Drug Benefit. Coverage for fifty percent (50%) of
outpatient prescription drug charges, after a $250 calendar year deductible, to a
maximum of $1,250 in benefits received by the insured per calendar year, to the
extent not covered by Medicare. The outpatient prescription drug benefit may be
included for sale or issuance in a Medicare supplement policy until January 1,
2006.

Extended Outpatient Prescription Drug Benefit. Coverage for fifty percent (50%)
of outpatient prescription drug charges, after a $250 calendar year deductible to
a maximum of $3,000 in benefits received by the insured per calendar year, to
the extent not covered by Medicare. The outpatient prescription drug benefit may
be included for sale or issuance in a Medicare supplement policy until January 1,
2006.

Medically Necessary Emergency Care in a Foreign Country. Coverage to the extent
not covered by Medicare for eighty percent (80%) of the billed charges for Medicare-
eligible expenses for medically necessary emergency hospital, physician and
medical care received in a foreign country, which care would have been covered by
Medicare if provided in the United States and which care began during the first sixty
(60) consecutive days of each trip outside the United States, subject to a calendar
year deductible of $250, and a lifetime maximum benefit of $50,000. For purposes
of this benefit, “emergency care” shall mean care needed immediately because of
an injury or an iliness of sudden and unexpected onset.

Preventive Medical Care Benefit. Coverage for the following preventive health
services not covered by Medicare:

1. An annual clinical preventive medical history and physical examination that
may include tests and services from Subpart 2. of this Subparagraph (i)
and patient education to address preventive health care measures;

2. Preventive screening tests or preventive services, the selection and
frequency of which is determined to be medically appropriate by the
attending physician.

Reimbursement shall be for the actual charges up to one hundred percent (100%)
of the Medicare-approved amount for each service, as if Medicare were to cover
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the service as identified in American Medical Association Current Procedural
Terminology (AMA CPT) codes, to a maximum of $120 annually under this benefit.
This benefit shall not include payment for any procedure covered by Medicare.

At-Home Recovery Benefit. Coverage for services to provide short term, at-home
assistance with activities of daily living for those recovering from an illness, injury

or surgery.

1. For purposes of this benefit, the following definitions shall apply:

(i)

(i)

(iii)

(iv)

“Activities of daily living” include, but are not limited to bathing,
dressing, personal hygiene, transferring, eating, ambulating,
assistance with drugs that are normally self-administered, and
changing bandages or other dressings.

“Care provider” means a duly qualified or licensed home health
aide or homemaker, personal care aide or nurse provided through a
licensed home health care agency or referred by a licensed referral
agency or licensed nurses registry.

“Home” shall mean any place used by the insured as a place of
residence, provided that the place would qualify as a residence
for home health care services covered by Medicare. A hospital or
skilled nursing facility shall not be considered the insured’s place
of residence.

“At-home recovery visit” means the period of a visit required to
provide at home recovery care, without limit on the duration of the
visit, except each consecutive four (4) hours in a twenty-four-hour
period of services provided by a care provider is one (1) visit.

2. Coverage Requirements and Limitations.

(i)

(i)

(iii)

At-home recovery services provided must be primarily services
which assist in activities of daily living.

The insured’s attending physician must certify that the specific
type and frequency of at-home recovery services are necessary
because of a condition for which a home care plan of treatment
was approved by Medicare.

Coverage is limited to:

(0] No more than the number and type of at-home recovery
visits certified as necessary by the insured’s attending
physician. The total number of at-home recovery visits
shall not exceed the number of Medicare approved home
health care visits under a Medicare approved home care
plan of treatment;

(1 The actual charges for each visit up to a maximum
reimbursement of forty dollars ($40) per visit;
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Un) $1,600 per calendar year;
(V) Seven (7) visits in any one (1) week;
(V) Care furnished on a visiting basis in the insured’s home;

(V1) Services provided by a care provider as defined in this
Rule;

(VII)  At-home recovery visits while the insured is covered under
the policy or certificate and not otherwise excluded;

(VIIl)  At-home recovery visits received during the period the
insured is receiving Medicare approved home care services
or no more than eight (8) weeks after the service date of
the last Medicare approved home health care visit.

Coverage is excluded for:

(i) Home care visits paid for by Medicare or other government
programs; and

(ii) Care provided by family members, unpaid volunteers or providers
who are not care providers.

(4) Standards for Plans K and L.

(a) Standardized Medicare Supplement Benefit Plan K shall consist of the following:

1.

Coverage of one hundred percent (100%) of the Part A hospital coinsurance
amount for each day used from the sixty-first (61%) through the ninetieth
(90™) day in any Medicare benefit period;

Coverage of one hundred percent (100%) of the Part A hospital coinsurance
amount for each Medicare lifetime inpatient reserve day used from the
ninety-first (91%!) through the one hundred fiftieth (150") day in any Medicare
benefit period;

Upon exhaustion of the Medicare hospital inpatient coverage, including
the lifetime reserve days, coverage of one hundred percent (100%) of the
Medicare Part A eligible expenses for hospitalization paid at the applicable
prospective payment system (PPS) rate, or other appropriate Medicare
standard of payment, subject to a lifetime maximum benefit of an additional
three hundred sixty-five (365) days. The provider shall accept the issuer’s
payment as payment in full and may not bill the insured for any balance;

Medicare Part A Deductible. Coverage for fifty percent (50%) of the Medicare
Part A inpatient hospital deductible amount per benefit period until the
out-of-pocket limitation is met as described in Subparagraph (a)10. of this
Paragraph;

Skilled Nursing Facility Care. Coverage for fifty percent (50%) of the
coinsurance amount for each day used from the twenty-first (21%t) day
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through the one hundredth (100") day in the Medicare benefit period for
post-hospital skilled nursing facility care eligible under Medicare Part A until
the out-of-pocket limitation is met as described in Subparagraph (a)10. of
this Paragraph;

6. Hospice Care. Coverage for fifty percent (50%) of cost sharing for all Part A
Medicare eligible expenses and respite care until the out-of-pocket limitation
is met as described in Subparagraph (a)10. of this Paragraph;

7. Coverage for fifty percent (50%) under Medicare Part A or B, of the
reasonable cost of the first three (3) pints of blood (or equivalent quantities
of packed red blood cells, as defined under federal regulations) unless
replaced in accordance with federal regulations until the out-of-pocket
limitation is met as described in Subparagraph (a)10. of this Paragraph;

8. Except for coverage provided in Subparagraph (a)10. of this Paragraph,
coverage for fifty percent (50%) of the cost sharing otherwise applicable
under Medicare Part B after the policyholder pays the Part B deductible
until the out-of-pocket limitation is met as described in Subparagraph (a)10.
of this Paragraph;

9. Coverage of one hundred percent (100%) of the cost sharing for Medicare
Part B preventive services after the policyholder pays the Part B deductible;
and

10. Coverage of one hundred percent (100%) of all cost sharing under Medicare

Parts A and B for the balance of the calendar year after the individual has
reached the out-of-pocket limitation on annual expenditures under Medicare
Parts A and B of four thousand ($4000) dollars in 2006, indexed each year
by the appropriate inflation adjustment specified by the Secretary of the
U.S. Department of Health and Human Services.

(b) Standardized Medicare Supplement Benefit Plan L shall consist of the following:
1. The benefits described in Subparagraphs (a)1., 2., 3. and 9. of this
Paragraph;
2. The benefits described in Subparagraphs (a)4., 5., 6., 7. and 8. of this

Paragraph, but substituting seventy-five percent (75%) for fifty percent
(50%); and

3. The benefit described in Paragraph (a)10., but substituting $2,000 for
$4,000.

Authority: T.C.A. § 56-7-1453(c) and (e).

0780-1-58-.09 STANDARD MEDICARE SUPPLEMENT BENEFIT PLANS.
(1) An issuer shall make available to each prospective policyholder and certificateholder a

policy form or certificate form containing only the basic core benefits, as defined in Rule
0780-1-58-.8(2).
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No groups, packages or combinations of Medicare supplement benefits other than those
listed in this rule shall be offered for sale in this state, except as may be permitted in Rule
0780-1-58-.09(7) and in Rule 0780-1-58-.10.

Benefit plans shall be uniform in structure, language, designation and format to the standard
benefit plans A through L listed in this Rule and conform to the definitions in Rule 0780-1-
58-.04. Each benefit shall be structured in accordance with the format provided in Rule
0780-1-58-.08(2) and (3) or (4) and list the benefits in the order shown in this subsection.
For purposes of this Rule, “structure, language, and format” means style, arrangement and
overall content of a benefit.

An issuer may use, in addition to the benefit plan designations required in Paragraph (3) of
this Rule, other designations to the extent permitted by law.

Make-up of benefit plans:

(a) Standardized Medicare Supplement Benefit Plan A shall be limited to the basic
(core) benefits common to all benefit plans, as defined in Rule 0780-1-58-.08(2).

(b) Standardized Medicare Supplement Benefit Plan B shall include only the core benefit
as defined in Rule 0780-1-58-.08(2), plus the Medicare Part A deductible as defined
in Rule 0780-1-58-.08(3)(a).

(c) Standardized Medicare Supplement Benefit Plan C shall include only the core
benefit as defined in Rule 0780-1-58-.08(2), plus the Medicare Part A deductible,
skilled nursing facility care, Medicare Part B deductible and medically necessary
emergency care in a foreign country as defined in Rule 0780-1-58-.08(3)(a), (b),
(c) and (h) respectively.

(d) Standardized Medicare Supplement Benefit Plan D shall include only the core benefit
(as defined in Rule 0780-1-58-.08(2)), plus the Medicare Part A deductible, skilled
nursing facility care, medically necessary emergency care in a foreign country and
the at-home recovery benefit as defined in Rule 0780-1-58.08(3)(a), (b), (h) and (j)
respectively.

(e) Standardized Medicare Supplement Benefit Plan E shall include only the following:
The core benefit as defined in Rule 0780-1-58-.08(2), plus the Medicare Part A
deductible, skilled nursing facility care, medically necessary emergency care in a
foreign country and preventive medical care as defined in Rule 0780-1-58-.08(3)(a),
(b), (h) and (i) respectively.

(f) Standardized Medicare Supplement Benefit Plan F shall include only the core
benefit as defined in Rule 0780-1-58-.08(2), plus the Medicare Part A deductible,
the skilled nursing facility care, the Part B deductible, one hundred percent (100%)
of the Medicare Part B excess charges, and medically necessary emergency care
in a foreign country as defined in Rule 0780-1-58-.08(3)(a), (b), (c), (e) and (h)
respectively.

(9) Standardized Medicare Supplement Benefit High Deductible Plan F shall include
only one hundred percent (100%) of covered expenses following the payment of the
annual High Deductible Plan F deductible. The covered expenses include the core
benefit as defined in Rule 0780-1-58-.08(2), plus the Medicare Part A deductible,
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skilled nursing facility care, the Medicare Part B deductible, one hundred percent
(100%) of the Medicare Part B excess charges, and medically necessary emergency
care in a foreign country as defined in Rule 0780-1-58-.08(3)(a), (b), (c), (e) and (h)
respectively. The annual High Deductible Plan F deductible shall consist of out-
of-pocket expenses, other than premiums, for services covered by the Medicare
Supplement Benefit Plan F policy, and shall be in addition to any other specific
benefit deductibles. The annual High Deductible Plan F deductible shall be $1500
for 1998 and 1999, and shall be based on the calendar year. It shall be adjusted
annually thereafter by the Secretary to reflect the change in the Consumer Price
Index for all urban consumers for the twelve (12) month period ending with August
of the preceding year, and rounded to the nearest multiple of ten dollars ($10).

Standardized Medicare Supplement Benefit Plan G shall include only the core benefit
as defined in Rule 0780-1-58-.08(2), plus the Medicare Part A deductible, skilled
nursing facility care, eighty percent (80%) of the Medicare Part B excess charges,
medically necessary emergency care in a foreign country, and the at-home recovery
benefit as defined in Rule 0780-1-58-.08(3)(a), (b), (d), (h) and (j) respectively.

Standardized Medicare Supplement Benefit Plan H shall consist of only the core
benefit as defined in Rule 0780-1-58-.08(2), plus the Medicare Part A deductible,
skilled nursing facility care, basic prescription drug benefit and medically necessary
emergency care in a foreign country as defined in Rule 0780-1-58-.08(3)(a), (b), (f)
and (h) respectively. The outpatient prescription drug benefit shall not be included
in a Medicare supplement policy sold after December 31, 2005.

Standardized Medicare Supplement Benefit Plan | shall consist of only the core
benefit as defined in Rule 0780-1-58-.08(2), plus the Medicare Part A deductible,
skilled nursing facility care, one hundred percent (100%) of the Medicare Part B
excess charges, basic prescription drug benefit, medically necessary emergency
care in a foreign country and at-home recovery benefit as defined in Rule 0780-1-
58-.08(3)(a), (b), (e), (f), (h) and (j) respectively. The outpatient prescription drug
benefit shall not be included in a Medicare supplement policy sold after December
31, 2005.

Standardized Medicare Supplement Benefit Plan J shall consist of only the core
benefit as defined in Rule 0780-1-58-.08(2), plus the Medicare Part A deductible,
skilled nursing facility care, Medicare Part B deductible, one hundred percent
(100%) of the Medicare Part B excess charges, extended prescription drug benefit,
medically necessary emergency care in a foreign country, preventive medical care
and at-home recovery benefit as defined in Rule 0780-1-58-.08(3)(a), (b), (c), (e),
(9), (h), (i) and (j) respectively. The outpatient prescription drug benefit shall not
be included in a Medicare supplement policy sold after December 31, 2005.

Standardized Medicare Supplement Benefit High Deductible Plan J shall consist of
only one hundred percent (100%) of covered expenses following the payment of the
annual High Deductible Plan J deductible. The covered expenses include the core
benefit as defined in Rule 0780-1-58-.08(2), plus the Medicare Part A deductible,
skilled nursing facility care, Medicare Part B deductible, one hundred percent
(100%) of the Medicare Part B excess charges, extended outpatient prescription
drug benefit, medically necessary emergency care in a foreign country, preventive
medical care benefit and at-home recovery benefit as defined in Rule 0780-1-58-
.08(3)(a), (b), (c), (e), (g), (h), (i) and (j) respectively. The annual High Deductible
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Plan J deductible shall consist of out-of-pocket expenses, other than premiums, for
services covered by the Medicare Supplement Plan J policy, and shall be in addition
to any other specific benefit deductibles. The annual deductible shall be $1500
for 1998 and 1999, and shall be based on a calendar year. It shall be adjusted
annually thereafter by the Secretary to reflect the change in the Consumer Price
Index for all urban consumers for the twelve-month period ending with August of
the preceding year, and rounded to the nearest multiple of ten dollars ($10). The
outpatient prescription drug benefit shall not be included in a Medicare supplement
policy sold after December 31, 2005.

The make-up of the two (2) Medicare supplement plans mandated by The Medicare
Prescription Drug, Improvement and Modernization Act of 2003 (MMA) shall be as
follows:

(a) Standardized Medicare Supplement Benefit Plan K shall consist of only those
benefits described in Rule 0780-1-58-.08(4)(a); and

(b) Standardized Medicare Supplement Benefit Plan L shall consist of only those benefits
described in Rule 0780-1-58-.08(4)(b).

New or Innovative Benefits. An issuer may, with the prior approval of the Commissioner,
offer policies or certificates with new or innovative benefits in addition to the benefits provided
in a policy or certificate that otherwise complies with the applicable standards. The new
or innovative benefits may include benefits that are appropriate to Medicare supplement
insurance, new or innovative, not otherwise available, cost-effective, and offered in a manner
which is consistent with the goal of simplification of Medicare supplement policies. After
December 31, 2005, the innovative benefit shall not include an outpatient prescription drug
benefit.

Authority: T.C.A. § 56-7-1453(c), (d) and (e).

0780-1-58-.10 MEDICARE SELECT POLICIES AND CERTIFICATES.

(1)

()

(a) This Rule shall apply to Medicare Select policies and certificates, as defined in this
Rule.
(b) No policy or certificate may be advertised as a Medicare Select policy or certificate

unless it meets the requirements of this Rule.
For the purposes of this Rule:

(a) “Complaint” means any dissatisfaction expressed by an individual concerning a
Medicare Select issuer or its network providers.

(b) “Grievance” means dissatisfaction expressed in writing by an individual insured
under a Medicare Select policy or certificate with the administration, claims
practices, or provision of services concerning a Medicare Select issuer or its network
providers.

(c) “Medicare Select issuer” means an issuer offering, or seeking to offer, a Medicare
Select policy or certificate.
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(d) “Medicare Select policy” or “Medicare Select certificate” mean respectively a Medicare
supplement policy or certificate that contains restricted network provisions.

(e) “Network provider” means a provider of health care, or a group of providers of health
care, which has entered into a written agreement with the issuer to provide benefits
insured under a Medicare Select policy.

(f) “Restricted network provision” means any provision which conditions the payment
of benefits, in whole or in part, on the use of network providers.

(9) “Service area” means the geographic area approved by the commissioner within
which an issuer is authorized to offer a Medicare Select policy.

The Commissioner may authorize an issuer to offer a Medicare Select policy or certificate,
pursuant to this Rule and Section 4358 of the Omnibus Budget Reconciliation Act (OBRA)
of 1990 if the Commissioner finds that the issuer has satisfied all of the requirements of this
Chapter.

A Medicare Select issuer shall not issue a Medicare Select policy or certificate in this state
until its plan of operation has been approved by the Commissioner.

A Medicare Select issuer shall file a proposed plan of operation with the Commissioner in
a format prescribed by the Commissioner. The plan of operation shall contain at least the
following information:

(a) Evidence that all covered services that are subject to restricted network provisions
are available and accessible through network providers, including a demonstration
that:

1. Services can be provided by network providers with reasonable promptness
with respect to geographic location, hours of operation and after-hour care.
The hours of operation and availability of after-hour care shall reflect usual
practice in the local area. Geographic availability shall reflect the usual
travel times within the community.

2. The number of network providers in the service area is sufficient, with
respect to current and expected policyholders, either:

(i) To deliver adequately all services that are subject to a restricted
network provision; or

(ii) To make appropriate referrals.

3. There are written agreements with network providers describing specific
responsibilities.

4, Emergency care is available twenty-four (24) hours per day and seven (7)
days per week.

5. In the case of covered services that are subject to a restricted network

provision and are provided on a prepaid basis, there are written agreements
with network providers prohibiting the providers from billing or otherwise
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seeking reimbursement from or recourse against any individual insured
under a Medicare Select policy or certificate. This Subparagraph shall not
apply to supplemental charges or coinsurance amounts as stated in the
Medicare Select policy or certificate.

(b) A statement or map providing a clear description of the service area.
(c) A description of the grievance procedure to be utilized.
(d) A description of the quality assurance program, including:
1. The formal organizational structure;
2. The written criteria for selection, retention and removal of network providers;
and
3. The procedures for evaluating quality of care provided by network providers,

and the process to initiate corrective action when warranted.
(e) A list and description, by specialty, of the network providers.

(f) Copies of the written information proposed to be used by the issuer to comply with
Paragraph (9) of this Rule.

(9) Any other information requested by the Commissioner.

(a) A Medicare Select issuer shall file any proposed changes to the plan of
operation, except for changes to the list of network providers, with the Commissioner
prior to implementing the changes. Changes shall be considered approved by the
Commissioner after thirty (30) days unless specifically disapproved.

(b) An updated list of network providers shall be filed with the Commissioner at least
quarterly.

A Medicare Select policy or certificate shall not restrict payment for covered services provided
by non-network providers if:

(a) The services are for symptoms requiring emergency care or are immediately required
for an unforeseen iliness, injury or a condition; and

(b) It is not reasonable to obtain services through a network provider.

A Medicare Select policy or certificate shall provide payment for full coverage under the
policy for covered services that are not available through network providers.

A Medicare Select issuer shall make full and fair disclosure in writing of the provisions,
restrictions and limitations of the Medicare Select policy or certificate to each applicant.
This disclosure shall include at least the following:

(a) An outline of coverage sufficient to permit the applicant to compare the coverage
and premiums of the Medicare Select policy or certificate with:

1. Other Medicare supplement policies or certificates offered by the issuer;
and
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2. Other Medicare Select policies or certificates.

A description (including address, phone number and hours of operation) of the
network providers, including primary care physicians, specialty physicians, hospitals
and other providers.

Adescription of the restricted network provisions, including payments for coinsurance
and deductibles when providers other than network providers are utilized. Except to
the extent specified in the policy or certificate, expenses incurred when using out-
of-network providers do not count toward the out-of-pocket annual limit contained
in plans K and L.

A description of coverage for emergency and urgently needed care and other out-
of-service area coverage.

A description of limitations on referrals to restricted network providers and to other
providers.

Adescription of the policyholder’s rights to purchase any other Medicare supplement
policy or certificate otherwise offered by the issuer.

A description of the Medicare Select issuer’s quality assurance program and
grievance procedure.

Prior to the sale of a Medicare Select policy or certificate, a Medicare Select issuer shall
obtain from the applicant a signed and dated form stating that the applicant has received
the information provided pursuant to Paragraph (9) of this Rule and that the applicant
understands the restrictions of the Medicare Select policy or certificate.

A Medicare Selectissuer shall have and use procedures for hearing complaints and resolving
written grievances from the subscribers. The procedures shall be aimed at mutual agreement
for settlement and may include arbitration procedures.

(a)

(b)

(c)

(d)

(f)

The grievance procedure shall be described in the policy and certificates and in the
outline of coverage.

At the time the policy or certificate is issued, the issuer shall provide detailed
information to the policyholder describing how a grievance may be registered with
the issuer.

Grievances shall be considered in a timely manner and shall be transmitted to
appropriate decision-makers who have authority to fully investigate the issue and
take corrective action.

If a grievance is found to be valid, corrective action shall be taken promptly.

All concerned parties shall be notified about the results of a grievance.

The issuer shall report no later than each March 31st to the Commissioner
regarding its grievance procedure. The report shall be in a format prescribed by

the Commissioner and shall contain the number of grievances filed in the past year
and a summary of the subject, nature and resolution of such grievances.
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At the time of initial purchase, a Medicare Select issuer shall make available to each
applicant for a Medicare Select policy or certificate the opportunity to purchase any Medicare
supplement policy or certificate otherwise offered by the issuer.

(a) At the request of an individual insured under a Medicare Select policy or
certificate, a Medicare Select issuer shall make available to the individual insured
the opportunity to purchase a Medicare supplement policy or certificate offered by
the issuer which has comparable or lesser benefits and which does not contain
a restricted network provision. The issuer shall make the policies or certificates
available without requiring evidence of insurability after the Medicare Select policy
or certificate has been in force for six (6) months.

(b) For the purposes of this Paragraph, a Medicare supplement policy or certificate will
be considered to have comparable or lesser benefits unless it contains one (1) or
more significant benefits not included in the Medicare Select policy or certificate
being replaced. For the purposes of this Subparagraph, a significant benefit means
coverage for the Medicare Part A deductible, coverage for at-home recovery services
or coverage for Part B excess charges.

Medicare Select policies and certificates shall provide for continuation of coverage in the event
the Secretary of Health and Human Services determines that Medicare Select policies and
certificates issued pursuant to this Rule should be discontinued due to either the failure of
the Medicare Select Program to be reauthorized under law or its substantial amendment.

(a) Each Medicare Select issuer shall make available to each individual insured under
a Medicare Select policy or certificate the opportunity to purchase any Medicare
supplement policy or certificate offered by the issuer which has comparable or
lesser benefits and which does not contain a restricted network provision. The
issuer shall make the policies and certificates available without requiring evidence
of insurability.

(b) For the purposes of this Paragraph, a Medicare supplement policy or certificate will
be considered to have comparable or lesser benefits unless it contains one (1) or
more significant benefits not included in the Medicare Select policy or certificate
being replaced. For the purposes of this Subparagraph, a significant benefit means
coverage for the Medicare Part A deductible, coverage for at-home recovery services
or coverage for Part B excess charges.

A Medicare Select issuer shall comply with reasonable requests for data made by state or
federal agencies, including the United States Department of Health and Human Services,
for the purpose of evaluating the Medicare Select Program.

Authority: T.C.A. § 56-7-1453(e).

0780-1-58-.11 OPEN ENROLLMENT.

(1)

An issuer shall not deny or condition the issuance or effectiveness of any Medicare
supplement policy or certificate available for sale in this state, nor discriminate in the
pricing of a policy or certificate because of the health status, claims experience, receipt of
health care, or medical condition of an applicant in the case of an application for a policy
or certificate that is submitted prior to or during the six (6) month period beginning with the
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first day of the first month in which an individual is both sixty-five (65) years of age or older
and is enrolled for benefits under Medicare Part B. Each Medicare supplement policy and
certificate currently available from an insurer shall be made available to all applicants who
qualify under this Paragraph without regard to age.

(a) If an applicant qualifies under Paragraph (1) of this Rule and submits an application
during the time period referenced in Paragraph (1) of this Rule and, as of the date
of application, has had a continuous period of creditable coverage of at least six (6)
months, the issuer shall not exclude benefits based on a preexisting condition.

(b) If the applicant qualifies under Paragraph (1) of this Rule and submits an application
during the time period referenced in Paragraph (1) of this Rule and, as of the date of
application, has had a continuous period of creditable coverage that is less than six
(6) months, the issuer shall reduce the period of any preexisting condition exclusion
by the aggregate of the period of creditable coverage applicable to the applicant
as of the enrollment date. The Secretary shall specify the manner of the reduction
under this Paragraph.

Except as provided in Paragraph (2) of this Rule and Rule 0780-1-58-.23, Paragraph (1)
of this Rule shall not be construed as preventing the exclusion of benefits under a policy,
during the first six (6) months, based on a preexisting condition for which the policyholder or
certificateholder received treatment or was otherwise diagnosed during the six (6) months
before the coverage became effective.

Authority: T.C.A. § 56-7-1453(b), (c) and (e).

0780-1-58-.12 GUARANTEED ISSUE FOR ELIGIBLE PERSONS.

(1)

()

Guaranteed Issue.

(a) Eligible persons are those individuals described in Paragraph (2) of this Rule who
seek to enroll under the policy during the period specified in Paragraph (3) of this
Rule, and who submit evidence of the date of termination, disenroliment, or Medicare
Part D enrollment with the application for a Medicare supplement policy.

(b) With respect to eligible persons, an issuer shall not deny or condition the issuance
or effectiveness of a Medicare supplement policy described in Paragraph (5) of this
Rule that is offered and is available for issuance to new enrollees by the issuer,
shall not discriminate in the pricing of such a Medicare supplement policy because
of health status, claims experience, receipt of health care, or medical condition, and
shall not impose an exclusion of benefits based on a preexisting condition under
such a Medicare supplement policy.

Eligible Persons.
An eligible person is an individual described in any of the following Subparagraphs:
(a) The individual is enrolled under an employee welfare benefit plan that provides health

benefits that supplement the benefits under Medicare and the plan terminates, or
the plan ceases to provide all such supplemental health benefits to the individual.
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The individual is enrolled with a Medicare Advantage organization under a Medicare
Advantage plan under Part C of Medicare, and any of the following circumstances
apply, or the individual is sixty-five (65) years of age or older and is enrolled with a
Program of All-Inclusive Care for the Elderly (PACE) provider under Section 1894
of the Social Security Act, and there are circumstances similar to those described
below that would permit discontinuance of the individual's enrollment with such
provider if such individual were enrolled in a Medicare Advantage plan:

1.

2.

The certification of the organization or plan has been terminated;

The organization has terminated or otherwise discontinued providing the
plan in the area in which the individual resides;

The individual is no longer eligible to elect the plan because of a change
in the individual's place of residence or other change in circumstances
specified by the Secretary, but not including termination of the individual's
enrollment on the basis described in Section 1851(g)(3)(B) of the Social
Security Act (where the individual has not paid premiums on a timely basis or
has engaged in disruptive behavior as specified in standards under Section
1856), or the plan is terminated for all individuals within a residence area;

The individual demonstrates, in accordance with guidelines established by
the Secretary, that:

(i) The organization offering the plan substantially violated a material
provision of the organization’s contract under this part in relation
to the individual, including the failure to provide an enrollee on
a timely basis medically necessary care for which benefits are
available under the plan or the failure to provide such covered care
in accordance with applicable quality standards; or

(ii) The organization, or agent or other entity acting on the organization’s
behalf, materially misrepresented the plan’s provisions in marketing
the plan to the individual; or

The individual meets such other exceptional conditions as the Secretary
may provide.

The individual is enrolled with:

(i) An eligible organization under a contract under Section 1876 of the
Social Security Act (Medicare cost);

(ii) A similar organization operating under demonstration project
authority, effective for periods before April 1, 1999;

(iii) An organization under an agreement under Section 1833(a)(1)(A)
of the Social Security Act (health care prepayment plan); or

(iv) An organization under a Medicare Select policy; and

The enroliment ceases under the same circumstances that would permit
discontinuance of an individual’s election of coverage under Rule 0780-1-
58-.12(2)(b).
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The individual is enrolled under a Medicare supplement policy and the enroliment
ceases because:

1. 0] Of the insolvency of the issuer or bankruptcy of the nonissuer
organization; or

(ii) Of other involuntary termination of coverage or enroliment under
the policy;

2. The issuer of the policy substantially violated a material provision of the
policy; or

3. The issuer, or an agent or other entity acting on the issuer’s behalf,
materially misrepresented the policy’s provisions in marketing the policy to
the individual.

1. The individual was enrolled under a Medicare supplement policy and
terminates enrollment and subsequently enrolls, for the first time, with any
Medicare Advantage organization under a Medicare Advantage plan under
Part C of Medicare, any eligible organization under a contract under Section
1876 of the Social Security Act (Medicare cost), any similar organization
operating under demonstration project authority, any PACE provider under
Section 1894 of the Social Security Act or a Medicare Select policy; and

2. The subsequent enroliment under Subparagraph (e)1. of this Paragraph
is terminated by the enrollee during any period within the first twelve
(12) months of such subsequent enroliment (during which the enrollee is
permitted to terminate such subsequent enroliment under Section 1851(e)
of the federal Social Security Act); or

The individual, upon first becoming eligible for benefits under Part A of Medicare at
age sixty-five (65), enrolls in a Medicare Advantage plan under Part C of Medicare,
or with a PACE provider under Section 1894 of the Social Security Act, and disenrolls
from the plan or program by not later than twelve (12) months after the effective
date of enrollment.

The individual enrolls in a Medicare Part D plan during the initial enroliment period
and, at the time of enroliment in Part D, was enrolled under a Medicare supplement
policy that covers outpatient prescription drugs and the individual terminates
enrollment in the Medicare supplement policy and submits evidence of enroliment
in Medicare Part D along with the application for a policy described in Paragraph
(4)(d) of this Rule.

Guaranteed Issue Time Periods.

(a)

In the case of an individual described in Paragraph (2)(a) of this Rule, the guaranteed
issue period begins on the later of:

1. The date the individual receives a notice of termination or cessation of all

supplemental health benefits (or, if a notice is not received, notice that a
claim has been denied because of such a termination or cessation); or
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2. The date that the applicable coverage terminates or ceases, and ends
sixty-three (63) days thereafter.

In the case of an individual described in Paragraphs (2)(b), (2)(c), (2)(e) or (2)(f) of
this Rule whose enroliment is terminated involuntarily, the guaranteed issue period
begins on the date that the individual receives a notice of termination and ends
sixty-three (63) days after the date the applicable coverage is terminated.

In the case of an individual described in Paragraph (2)(d)1. of this Rule, the
guaranteed issue period begins on the earlier of:

1. The date that the individual receives a notice of termination, a notice of the
issuer’s bankruptcy or insolvency, or other such similar notice if any; and

2. The date that the applicable coverage is terminated, and ends on the date
that is sixty-three (63) days after the date the coverage is terminated.

In the case of an individual described in Paragraphs (2)(b), (2)(d)2., (2)(d)3., (2)(e)
or (2)(f) of this Rule who disenrolls voluntarily, the guaranteed issue period begins
on the date that is sixty (60) days before the effective date of the disenroliment and
ends on the date that is sixty-three (63) days after the effective date.

In the case of an individual described in Paragraph (2)(g) of this Rule, the guaranteed
issue period begins on the date the individual receives notice pursuant to Section
1882(v)(2)(B) of the Social Security Act from the Medicare supplement issuer during
the sixty (60) day period immediately preceding the initial Part D enroliment period
and ends on the date that is sixty-three (63) days after the effective date of the
individual's coverage under Medicare Part D.

In the case of an individual described in Paragraph (2) of this Rule but not described
in the preceding provisions of this Paragraph, the guaranteed issue period begins
on the effective date of disenrollment and ends on the date that is sixty-three (63)
days after the effective date.

Extended Medigap Access for Interrupted Trial Periods.

(a)

(b)

In the case of an individual described in Paragraph (2)(e) of this Rule (or deemed to
be so described, pursuant to this Paragraph) whose enroliment with an organization
or provider described in Paragraph (2)(e)1. of this Rule is involuntarily terminated
within the first twelve (12) months of enroliment, and who, without an intervening
enrollment, enrolls with another such organization or provider, the subsequent
enrollment shall be deemed to be an initial enroliment described in Rule 0780-1-
58-.12(2)(e);

In the case of an individual described in Paragraph (2)(f) of this Rule (or deemed
to be so described, pursuant to this Paragraph) whose enroliment with a plan or
in a program described in Paragraph (2)(f) of this Rule is involuntarily terminated
within the first twelve (12) months of enroliment, and who, without an intervening
enrollment, enrolls in another such plan or program, the subsequent enroliment
shall be deemed to be an initial enroliment described in Rule 0780-1-58-.12(2)(f);
and
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For purposes of Paragraphs (2)(e) and (2)(f) of this Rule, no enroliment of an
individual with an organization or provider described in Paragraph(2)(e)2. of this
Rule, or with a plan or in a program described in Paragraph (2)(f) of this Rule, may
be deemed to be an initial enroliment under this Paragraph after the two-year period
beginning on the date on which the individual first enrolled with such an organization,
provider, plan or program.

Products to Which Eligible Persons are Entitled.

The Medicare supplement policy to which eligible persons are entitled under:

(a)

(b)

(c)

(d)

Rule 0780-1-58-.12(2)(a), (b), (c) and (d) is a Medicare supplement policy which has
a benefit package classified as Plan A, B, C, F (including F with a high deductible),
K or L offered by any issuer.

(i) Subject to Subpart (ii) of this Subparagraph, Rule 0780-1-58-
.12(2)(e) is the same Medicare supplement policy in which the individual
was most recently previously enrolled, if available from the same issuer, or,
if not so available, a policy described in Subparagraph (a) of this Rule;

(ii) After December 31, 2005, if the individual was most recently enrolled in a
Medicare supplement policy with an outpatient prescription drug benefit, a
Medicare supplement policy described in this Paragraph is:

(0] The Policy available from the same issuer but modified to remove
outpatient prescription drug coverage; or

(1 At the election of the policyholder, an A, B, C, F (including F with
a high deductible), K or L policy that is offered by any issuer.

Rule 0780-1-58-.12(2)(f) shall include any Medicare supplement policy offered by
any issuer.

Rule 0780-1-58-.12(2)(g) is a Medicare supplement policy that has a benefit package
classified as Plan A, B, C, F (including F with a high deductible), K or L, and that
is offered and is available for issuance to new enrollees by the same issuer that
issued the individual’'s Medicare supplement policy with outpatient prescription drug
coverage.

Notification provisions.

(a)

(b)

At the time of an event described in Paragraph (2) of this Rule because of which
an individual loses coverage or benefits due to the termination of a contract
or agreement, policy, or plan, the organization that terminates the contract or
agreement, the issuer terminating the policy, or the administrator of the plan being
terminated, respectively, shall notify the individual of his or her rights under this Rule,
and of the obligations of issuers of Medicare supplement policies under Paragraph
(1) of this Rule. Such notice shall be communicated contemporaneously with the
notification of termination.

At the time of an event described in Paragraph (2) of this Rule because of which
an individual ceases enrollment under a contract or agreement, policy, or plan, the
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organization that offers the contract or agreement, regardless of the basis for the
cessation of enroliment, the issuer offering the policy, or the administrator of the
plan, respectively, shall notify the individual of his or her rights under this section,
and of the obligations of issuers of Medicare supplement policies under Rule 0780-
1-58-.12(1). Such notice shall be communicated within ten (10) working days of the
issuer receiving notification of disenrollment.

Authority: T.C.A. § 56-7-1453(c).

0780-1-58-.13 STANDARDS FOR CLAIMS PAYMENT.

(1) An issuer shall comply with Section 1882(c)(3) of the Social Security Act (as enacted by
Section 4081(b)(2)(C) of the Omnibus Budget Reconciliation Act of 1987 (OBRA) 1987,
Pub. L. No. 100-203) by:

(a)

(b)

(c)

(d)

(e)

(f)

Accepting a notice from a Medicare carrier on dually assigned claims submitted by
participating physicians and suppliers as a claim for benefits in place of any other
claim form otherwise required and making a payment determination on the basis
of the information contained in that notice;

Notifying the participating physician or supplier and the beneficiary of the payment
determination;

Paying the participating physician or supplier directly;
Furnishing, at the time of enroliment, each enrollee with a card listing the policy
name, number and a central mailing address to which notices from a Medicare

carrier may be sent;

Paying user fees for claim notices that are transmitted electronically or otherwise;
and

Providing to the Secretary of Health and Human Services, at least annually, a central
mailing address to which all claims may be sent by Medicare carriers.

(2) Compliance with the requirements set forth in Paragraph (1) of this Rule shall be certified
on the Medicare supplement insurance experience reporting form.

Authority: T.C.A. § 56-7-1453(d).

0780-1-58.14 LOSS RATIO STANDARDS AND REFUND OR CREDIT OF PREMIUM.

(1) Loss Ratio Standards.

(a)

1. A Medicare Supplement policy form or certificate form shall not be delivered
or issued for delivery unless the policy form or certificate form can be
expected, as estimated for the entire period for which rates are computed
to provide coverage, to return to policyholders and certificate holders in
the form of aggregate benefits (not including anticipated refunds or credits)
provided under the policy form or certificate form:
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(i) At least seventy-five percent (75%) of the aggregate amount of
premiums earned in the case of group policies; or

(i) At least sixty-five percent (65%) of the aggregate amount of
premiums earned in the case of individual policies.

Calculated on the basis of incurred claims experience or incurred health care
expenses where coverage is provided by a health maintenance organization
on a service rather than reimbursement basis and earned premiums for the
period and in accordance with accepted actuarial principles and practices.
Incurred health care expenses where coverage is provided by a health
maintenance organization shall not include:

(i) Home office and overhead costs;

(ii) Advertising costs;

(iii) Commissions and other acquisition costs;

(iv) Taxes;

(v) Capital costs;

(vi) Administrative costs; and

(vii) Claims processing costs.

All filings of rates and rating schedules shall demonstrate that expected claims in
relation to premiums comply with the requirements of this Rule when combined with
actual experience to date. Filings of rate revisions shall also demonstrate that the
anticipated loss ratio over the entire future period for which the revised rates are
computed to provide coverage can be expected to meet the appropriate loss ratio
standards.

Reserved.

For policies issued prior to July 1, 1992 expected claims in relation to premiums

shall meet:

1. The originally filed anticipated loss ratio when combined with the actual
experience since inception;

2. The appropriate loss ratio requirement from Paragraphs (1)(a)1.(i) and (ii)
when combined with actual experience beginning with April 28, 1996 to
date; and

3. The appropriate loss ratio requirement from Paragraphs (1)(a)1.(i) and (ii)

over the entire future period for which the rates are computed to provide
coverage.

Refund or Credit Calculation.
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(a) An issuer shall collect and file with the Commissioner by May 31 of each year
the data contained in the applicable reporting form contained in Appendix A to this
Chapter for each type in a standard Medicare supplement benefit plan.

(b) If on the basis of the experience as reported the benchmark ratio since inception
(ratio 1) exceeds the adjusted experience ratio since inception (ratio 3), then a
refund or credit calculation is required. The refund calculation shall be done on a
statewide basis for each type in a standard Medicare supplement benefit plan. For
purposes of the refund or credit calculation, experience on policies issued within
the reporting year shall be excluded.

(c) For the purposes of this Rule, policies or certificates issued prior to July 1, 1992
the issuer shall make the refund or credit calculation separately for all individual
policies (including all group policies subject to an individual loss ratio standard when
issued) combined and all other group policies combined for experience after April
28, 1996. The first report shall be due by May 31, 1998.

(d) A refund or credit shall be made only when the benchmark loss ratio exceeds the
adjusted experience loss ratio and the amount to be refunded or credited exceeds a
de minimis level. The refund shall include interest from the end of the calendar year
to the date of the refund or credit at a rate specified by the Secretary of Health and
Human Services, but in no event shall it be less than the average rate of interest
for thirteen (13) week Treasury notes. Arefund or credit against premiums due shall
be made by September 30" following the experience year upon which the refund
or credit is based.

Annual Filing of Premium Rates.

An issuer of Medicare supplement policies and certificates issued before or after the effective
date of this Chapter in this state shall file annually its rates, rating schedule and supporting
documentation including ratios of incurred losses to earned premiums by policy duration for
approval by the Commissioner in accordance with the filing requirements and procedures
prescribed by the Commissioner. The supporting documentation shall also demonstrate
in accordance with actuarial standards of practice using reasonable assumptions that the
appropriate loss ratio standards can be expected to be met over the entire period for which
rates are computed. The demonstration shall exclude active life reserves. An expected
third-year loss ratio which is greater than or equal to the applicable percentage shall be
demonstrated for policies or certificates in force less than three (3) years.

As soon as practicable, but prior to the effective date of enhancements in Medicare benefits,
every issuer of Medicare supplement policies or certificates in this state shall file with the
Commissioner, in accordance with the applicable filing procedures of this state:

(a) 1. Appropriate premium adjustments necessary to produce loss ratios as
anticipated for the current premium for the applicable policies or certificates.
The supporting documents necessary to justify the adjustment shall
accompany the filing.

2. An issuer shall make premium adjustments necessary to produce an
expected loss ratio under the policy or certificate to conform to minimum loss
ratio standards for Medicare supplement policies and which are expected
to result in a loss ratio at least as great as that originally anticipated in the
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rates used to produce current premiums by the issuer for the Medicare
supplement policies or certificates. No premium adjustment which would
modify the loss ratio experience under the policy other than the adjustments
described herein shall be made with respect to a policy at any time other
than upon its renewal date or anniversary date.

3. If an issuer fails to make premium adjustments acceptable to the
Commissioner, the Commissioner may order premium adjustments, refunds
or premium credits deemed necessary to achieve the loss ratio required by
this Rule.

(b) Any appropriate riders, endorsements or policy forms needed to accomplish the
Medicare supplement policy or certificate modifications necessary to eliminate
benefit duplications with Medicare. The riders, endorsements or policy forms shall
provide a clear description of the Medicare supplement benefits provided by the
policy or certificate.

Public Hearings.

The Commissioner may conduct a public hearing to gather information concerning a request
by an issuer for an increase in a rate for a policy form or certificate form issued before or
after the effective date of this Chapter if the experience of the form for the previous reporting
period is not in compliance with the applicable loss ratio standard. The determination of
compliance is made without consideration of any refund or credit for the reporting period.
Public notice of the hearing shall be furnished in a manner deemed appropriate by the
Commissioner.

Authority: T.C.A. §§ 56-2-301, 56-7-1453(e) and 56-7-1454.

0780-1-58-.15 FILING AND APPROVAL OF POLICIES AND CERTIFICATES AND PREMIUM RATES.

(1)

()

@)

(4)

An issuer shall not deliver or issue for delivery a policy or certificate to a resident of this
state unless the policy form or certificate form has been filed with and approved by the
Commissioner in accordance with filing requirements and procedures prescribed by the
Commissioner.

An issuer shall file any riders or amendments to policy or certificate forms to delete outpatient
prescription drug benefits as required by the Medicare Prescription Drug, Improvement,
and Modernization Act of 2003 only with the commissioner in the state in which the policy
or certificate was issued.

An issuer shall not use or change premium rates for a Medicare supplement policy or
certificate unless the rates, rating schedule and supporting documentation have been filed
with and approved by the Commissioner in accordance with the filing requirements and
procedures prescribed by the Commissioner.

(a) Except as provided in Subparagraph (b) of this Paragraph, an issuer shall not file

for approval more than one (1) form of a policy or certificate of each type for each
standard Medicare supplement benefit plan.
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An issuer may offer, with the approval of the Commissioner, up to four (4) additional
policy forms or certificate forms of the same type for the same standard Medicare
supplement benefit plan, one for each of the following cases:

1. The inclusion of new or innovative benefits;

2. The addition of either direct response or agent marketing methods;

3. The addition of either guaranteed issue or underwritten coverage; and

4, The offering of coverage to individuals eligible for Medicare by reason of
disability.

For the purposes of this Rule, a “type” means an individual policy, a group policy,
an individual Medicare Select policy, or a group Medicare Select policy.

Except as provided in Paragraph (1)(a) of this Rule, an issuer shall continue to make
available for purchase any policy form or certificate form issued after the effective
date of this Chapter that has been approved by the Commissioner. A policy form
or certificate form shall not be considered to be available for purchase unless the
issuer has actively offered it for sale in the previous twelve (12) months.

1. An issuer may discontinue the availability of a policy form or certificate form
if the issuer provides to the Commissioner in writing its decision at least thirty
(30) days prior to discontinuing the availability of the form of the policy or
certificate. After receipt of the notice by the Commissioner, the issuer shall
no longer offer for sale the policy form or certificate form in this state.

2. An issuer that discontinues the availability of a policy form or certificate form
pursuant to Subparagraph (a)1. of this Paragraph shall not file for approval
a new policy form or certificate form of the same type for the same standard
Medicare supplement benefit plan as the discontinued form for a period
of five (5) years after the issuer provides notice to the Commissioner of
the discontinuance. The period of discontinuance may be reduced if the
Commissioner determines that a shorter period is appropriate.

The sale or other transfer of Medicare supplement business to another issuer shall
be considered a discontinuance for the purposes of this Paragraph.

Achange in the rating structure or methodology shall be considered a discontinuance
under Subparagraph (a) of this Paragraph unless the issuer complies with the
following requirements:

1. The issuer provides an actuarial memorandum, in a form and manner
prescribed by the Commissioner, describing the manner in which the
revised rating methodology and resultant rates differ from the existing rating
methodology and existing rates.

2. The issuer does not subsequently put into effect a change of rates or rating
factors that would cause the percentage differential between the discontinued
and subsequent rates as described in the actuarial memorandum to change.
The Commissioner may approve a change to the differential which is in the
public interest.
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(a) Except as provided in Subparagraph (b) of this Paragraph, the experience of all
policy forms or certificate forms of the same type in a standard Medicare supplement
benefit plan shall be combined for purposes of the refund or credit calculation
prescribed in Rule 0780-1-58-.14.

(b) Forms assumed under an assumption reinsurance agreement shall not be combined
with the experience of other forms for purposes of the refund or credit calculation.

An issuer shall not present for filing or approval a rate structure for its Medicare supplement
policies or certificates issued after the effective date of the amendment of this regulation
based upon a structure or methodology with any groupings of attained ages greater than
one (1) year. The ratio between rates for successive ages shall increase smoothly as age
increases.

Authority: T.C.A. §§ 56-7-1453(d) and (e), and 56-7-1454.

0780-1-58-.16 PERMITTED COMPENSATION ARRANGEMENTS.

(1)

)

@)

(4)

An issuer or other entity may provide commission or other compensation to an agent or
other representative for the sale of a Medicare supplement policy or certificate only if the
first year commission or other first year compensation is no more than two hundred percent
(200%) of the commission or other compensation paid for selling or servicing the policy or
certificate in the second year or period.

The commission or other compensation provided in subsequent (renewal) years must be
the same as that provided in the second year or period and must be provided for no fewer
than five (5) renewal years.

No issuer or other entity shall provide compensation to its agents or other producers and
no agent or producer shall receive compensation greater than the renewal compensation
payable by the replacing issuer on renewal policies or certificates if an existing policy or
certificate is replaced.

For purposes of this Rule, “compensation” includes pecuniary or non-pecuniary remuneration
of any kind relating to the sale or renewal of the policy or certificate including but not limited
to bonuses, gifts, prizes, awards and finders fees.

Authority: T.C.A. § 56-7-1453(d).

0780-1-58-.17 REQUIRED DISCLOSURE PROVISIONS.

(1)

General Rules.

(a) Medicare supplement policies and certificates shall include a renewal or continuation
provision. The language or specifications of the provision shall be consistent with
the type of contract issued. The provision shall be appropriately captioned and shall
appear on the first page of the policy, and shall include any reservation by the issuer
of the right to change premiums and any automatic renewal premium increases
based on the policyholder’s age.
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Except for riders or endorsements by which the issuer effectuates a request made
in writing by the insured, exercises a specifically reserved right under a Medicare
supplement policy, or is required to reduce or eliminate benefits to avoid duplication
of Medicare benefits, all riders or endorsements added to a Medicare supplement
policy after date of issue or at reinstatement or renewal which reduce or eliminate
benefits or coverage in the policy shall require a signed acceptance by the insured.
After the date of policy or certificate issue, any rider or endorsement which increases
benefits or coverage with a concomitant increase in premium during the policy term
shall be agreed to in writing signed by the insured, unless the benefits are required
by the minimum standards for Medicare supplement policies, or if the increased
benefits or coverage is required by law. Where a separate additional premium is
charged for benefits provided in connection with riders or endorsements, the premium
charge shall be set forth in the policy.

Medicare supplement policies or certificates shall not provide for the payment of
benefits based on standards described as “usual and customary,” “reasonable and
customary” or words of similar import.

If a Medicare supplement policy or certificate contains any limitations with respect
to preexisting conditions, such limitations shall appear as a separate paragraph of
the policy and be labeled as “Preexisting Condition Limitations.”

Medicare supplement policies and certificates shall have a notice prominently printed
on the first page of the policy or certificate or attached thereto stating in substance
that the policyholder or certificateholder shall have the right to return the policy or
certificate within thirty (30) days of its delivery and to have the premium refunded
if, after examination of the policy or certificate, the insured person is not satisfied
for any reason.

1. Issuers of accident and sickness policies or certificates which provide
hospital or medical expense coverage on an expense incurred or indemnity
basis to persons eligible for Medicare shall provide to those applicants a
Guide to Health Insurance for People with Medicare in the form developed
jointly by the NAIC and CMS and in a type size no smaller than twelve (12)
point type. Delivery of the Guide shall be made whether or not the policies
or certificates are advertised, solicited or issued as Medicare supplement
policies or certificates as defined in this Chapter. Except in the case of direct
response issuers, delivery of the Guide shall be made to the applicant at
the time of application and acknowledgement of receipt of the Guide shall
be obtained by the issuer. Direct response issuers shall deliver the Guide
to the applicant upon request but not later than at the time the policy is
delivered.

2. For the purposes of this Rule, “form” means the language, format, type
size, type proportional spacing, bold character, and line spacing.

(2) Notice Requirements.

(a)

As soon as practicable, but no later than thirty (30) days prior to the annual effective
date of any Medicare benefit changes, an issuer shall notify its policyholders and
certificateholders of modifications it has made to Medicare supplement insurance
policies or certificates in a format acceptable to the Commissioner. The notice
shall:
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(b)

(c)

RULEMAKING HEARINGS

1. Include a description of revisions to the Medicare program and a description
of each modification made to the coverage provided under the Medicare
supplement policy or certificate; and

2. Inform each policyholder or certificateholder as to when any premium
adjustment is to be made due to changes in Medicare.

The notice of benefit modifications and any premium adjustments shall be in outline
form and in clear and simple terms so as to facilitate comprehension.

The notices shall not contain or be accompanied by any solicitation.

MMA Notice Requirements.

Issuers shall comply with any notice requirements of the Medicare Prescription Drug,
Improvement, and Modernization Act of 2003.

Outline of Coverage Requirements for Medicare Supplement Policies.

(a)

(b)

(c)

(D)

Issuers shall provide an outline of coverage to all applicants at the time application
is presented to the prospective applicant and, except for direct response policies,
shall obtain an acknowledgement of receipt of the outline from the applicant; and

If an outline of coverage is provided at the time of application and the Medicare
supplement policy or certificate is issued on a basis which would require revision
of the outline, a substitute outline of coverage properly describing the policy or
certificate shall accompany the policy or certificate when it is delivered and contain
the following statement, in no less than twelve (12) point type, immediately above
the company name:

NOTICE: Read this outline of coverage carefully. It is not identical to the outline
of coverage provided upon application and the coverage originally applied
for has not been issued.

The outline of coverage provided to applicants pursuant to this section consists of
four (4) parts: a cover page, premium information, disclosure pages, and charts
displaying the features of each benefit plan offered by the issuer. The outline of
coverage shall be in the language and format prescribed below in no less than twelve
(12) point type. All Plans A— L shall be shown on the cover page, and the plans that
are offered by the issuer shall be prominently identified. Premium information for
plans that are offered shall be shown on the cover page or immediately following
the cover page and shall be prominently displayed. The premium and mode shall
be stated for all plans that are offered to the prospective applicant. All possible
premiums for the prospective applicant shall be illustrated.

The following items shall be included in the outline of coverage in the order prescribed
below:
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PREMIUM INFORMATION [Boldface Type]
We [insert issuer’'s name] can only raise your premium if we raise the premium for all policies like yours in
this State. [If the premium is based on the increasing age of the insured, include information specifying
when premiums will change.]

DISCLOSURES [Boldface Type]

Use this outline to compare benefits and premiums among policies.

READ YOUR POLICY VERY CAREFULLY [Boldface Type]
This is only an outline describing your policy’s most important features. The policy is your insurance contract.
You must read the policy itself to understand all of the rights and duties of both you and your insurance
company.
RIGHT TO RETURN POLICY [Boldface Type]
If you find that you are not satisfied with your policy, you may return it to [insert issuer’s address]. If you
send the policy back to us within thirty (30) days after you receive it, we will treat the policy as if it had never
been issued and return all of your payments.
POLICY REPLACEMENT [Boldface Type]
If you are replacing another health insurance policy, do NOT cancel it until you have actually received your
new policy and are sure you want to keep it.
NOTICE [Boldface Type]

This policy may not fully cover all of your medical costs.

[for agents:]
Neither [insert company’s name] nor its agents are connected with Medicare.

[for direct response:]
[insert company’s name] is not connected with Medicare.

This outline of coverage does not give all the details of Medicare coverage. Contact your local Social Security
Office or consult Medicare and You for more details.

COMPLETE ANSWERS ARE VERY IMPORTANT [Boldface Type]
When you fill out the application for the new policy, be sure to answer truthfully and completely all questions
about your medical and health history. The company may cancel your policy and refuse to pay any claims

if you leave out or falsify important medical information. [If the policy or certificate is guaranteed issue, this
paragraph need not appear.]
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Review the application carefully before you sign it. Be certain that all information has been properly

recorded.

[Include for each plan prominently identified in the cover page, a chart showing the services, Medicare
payments, plan payments and insured payments for each plan, using the same language, in the same order,
using uniform layout and format as shown in the charts below. No more than four plans may be shown on
one chart. For purposes of illustration, charts for each plan are included in this regulation. An issuer may
use additional benefit plan designations on these charts pursuant to Rule 0780-1-58-.09(4).]

[Include an explanation of any innovative benefits on the cover page and in the chart, in a manner approved
by the commissioner.]

PLAN A
MEDICARE (PART A)—HOSPITAL SERVICES—PER BENEFIT PERIOD

* A benefit period begins on the first day you receive service as an inpatient in a hospital and ends after you
have been out of the hospital and have not received skilled care in any other facility for 60 days in a row.

SERVICES MEDICARE PAYS PLAN PAYS YOU PAY

HOSPITALIZATION*
Semiprivate room and
board, general nursing and
miscellaneous services and

supplies

First 60 days

61st thru 90th day

91st day and after:

—While using 60 lifetime

reserve days

—Once lifetime reserve

days are used:
—Additional 365 days

—Beyond the additional 365
days

All but $[876]
All but $[219] a day

All but $[438] a day

$0

$0

$0
$[219] a day

$[438] a day

100% of Medicare
eligible expenses

$0

$[876](Part A
deductible)
$0

$0

$0**

All costs

SKILLED NURSING FACILITY
CARE*

You must meet Medicare’s
requirements, including having
been in a hospital for at least 3
days and entered a Medicare-
approved facility

Within 30 days after leaving
the hospital

First 20 days

21st thru 100th day

101st day and after

All approved amounts
All but $[109.50] a day
$0

$0
$0
$0

$0
Up to $[109.50] a day
All costs
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PLAN A, MEDICARE (PART A), CONTINUED

SERVICES MEDICARE PAYS PLAN PAYS YOU PAY
BLOOD
First 3 pints $0 3 pints $0
Additional amounts 100% $0 $0
HOSPICE CARE
Available as long as your All but very limited $0 Balance
doctor certifies you are coinsurance for out-
terminally ill and you elect to patient drugs and
receive these services inpatient respite care

** NOTICE: When your Medicare Part A hospital benefits are exhausted, the insurer stands in the place
of Medicare and will pay whatever amount Medicare would have paid for up to an additional 365 days as
provided in the policy’s “Core Benefits.” During this time the hospital is prohibited from billing you for the
balance based on any difference between its billed charges and the amount Medicare would have paid.

PLAN A
MEDICARE (PART B)—MEDICAL SERVICES—PER CALENDAR YEAR

* Once you have been billed $[100] of Medicare-approved amounts for covered services (which are noted
with an asterisk), your Part B deductible will have been met for the calendar year.

SERVICES

MEDICARE PAYS

PLAN PAYS

YOU PAY

MEDICAL EXPENSES—

IN OR OUT OF THE

HOSPITAL AND

OUTPATIENT HOSPITAL

TREATMENT, such as Physi-

cian’s services, inpatient

and outpatient medical

and surgical services and

supplies, physical and speech

therapy, diagnostic tests,

durable medical equipment,
First $[100] of Medicare

$0

$0

$[100] (Part B

Approved Amounts* deductible)
Remainder of Medicare Generally 80% Generally 20% $0
Approved Amounts
Part B Excess Charges
(Above Medicare Approved
Amounts) $0 $0 All costs
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PLAN A, MEDICARE (PART B), CONTINUED

SERVICES MEDICARE PAYS PLAN PAYS YOU PAY
BLOOD
First 3 pints $0 All costs $0
Next $[100] of Medicare
Approved Amounts* $0 $0 $[100] (Part B
deductible)

Remainder of Medicare
Approved 80% 20% $0

Amounts
CLINICAL LABORATORY
SERVICES—TESTS FOR
DIAGNOSTIC SERVICES 100% $0 $0

PARTSA&B
SERVICES MEDICARE PAYS PLAN PAYS YOU PAY

HOME HEALTH CARE
MEDICARE APPROVED
SERVICES
—Medically necessary skilled

care services and medical

supplies 100% $0 $0
—Durable medical equipment

First $[100] of Medicare

Approved Amounts* $0 $0 $[100] (Part B
deductible)
Remainder of Medicare
Approved Amounts 80% 20% $0
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PLAN B

MEDICARE (PART A)—HOSPITAL SERVICES—PER BENEFIT PERIOD

* A benefit period begins on the first day you receive service as an inpatient in a hospital and ends after you
have been out of the hospital and have not received skilled care in any other facility for 60 days in a row.

SERVICES MEDICARE PAYS PLAN PAYS YOU PAY

HOSPITALIZATION*
Semiprivate room and

board, general nursing and

miscellaneous services and

supplies

First 60 days All but $[876] $[876](Part A $0

61s thru 90th day All but $[219] a day deductible) $0

91st day and after: $[219] a day

—While using 60 lifetime

reserve days All but $[438] a day $0
—Once lifetime reserve $[438] a day

days are used:

—Additional 365 days $0 $0**
—Beyond the additional 365 100% of Medicare
days $0 eligible expenses All costs
$0

SKILLED NURSING FACILITY

CARE*

You must meet Medicare’s

requirements, including having

been in a hospital for at least 3

days and entered a Medicare-

approved facility within 30 days

after leaving the hospital

First 20 days All approved amounts | $0 $0

215 thru 100" day All but $[109.50] a $0 Up to $[109.50] a
101st day and after day $0 day

$0 All costs

BLOOD

First 3 pints $0 3 pints $0
Additional amounts 100% $0 $0
HOSPICE CARE

Available as long as your All but very limited $0 Balance
doctor certifies you are coinsurance for out-

terminally ill and you elect to patient drugs and

receive these services inpatient respite care

** NOTICE: When your Medicare Part A hospital benefits are exhausted, the insurer stands in the place
of Medicare and will pay whatever amount Medicare would have paid for up to an additional 365 days as
provided in the policy’s “Core Benefits.” During this time the hospital is prohibited from billing you for the
balance based on any difference between its billed charges and the amount Medicare would have paid.
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PLAN B

MEDICARE (PART B)—MEDICAL SERVICES—PER CALENDAR YEAR

* Once you have been billed $[100] of Medicare-approved amounts for covered services (which are noted

with an asterisk), your Part B deductible will have been met for the calendar year.

SERVICES

MEDICARE PAYS

PLAN PAYS

YOU PAY

MEDICAL EXPENSES—
IN OR OUT OF THE
HOSPITAL AND
OUTPATIENT HOSPITAL
TREATMENT, such as
physician’s services, inpatient
and outpatient medical
and surgical services and
supplies, physical and speech
therapy, diagnostic tests,
durable medical equipment,
First $[100] of Medicare
Approved Amounts*

Remainder of Medicare
Approved Amounts

$0

Generally 80%

$0

Generally 20%

$[100] (Part B
deductible)

$0

Part B Excess Charges
(Above Medicare Approved
Amounts)

$0

$0

All costs

BLOOD

First 3 pints

Next $[100] of Medicare
Approved Amounts*

Remainder of Medicare
Approved Amounts

$0
$0

80%

All costs

$0

20%

$0

$[100] (Part B
deductible)

$0

CLINICAL LABORATORY
SERVICES—TESTS FOR
DIAGNOSTIC SERVICES

100%

$0

$0
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PARTSA &B

SERVICES

MEDICARE PAYS

PLAN PAYS

YOU PAY

HOME HEALTH CARE

MEDICARE APPROVED

SERVICES

—Medically necessary skilled
care services and medical
supplies

—Durable medical equipment
First $[100] of Medicare

Approved Amounts*

Remainder of Medicare
Approved Amounts

100%

$0

80%

$0

$0

20%

$0

$[100] (Part B
deductible)

$0

PLANC

MEDICARE (PART A)—HOSPITAL SERVICES—PER BENEFIT PERIOD

* A benefit period begins on the first day you receive service as an inpatient in a hospital and ends after you
have been out of the hospital and have not received skilled care in any other facility for 60 days in a row.

SERVICES MEDICARE PAYS PLAN PAYS YOU PAY
HOSPITALIZATION*
Semiprivate room and
board, general nursing and
miscellaneous services and
supplies
First 60 days All but $[876] $[876](Part A $0
61t thru 90th day All but $[219] a day deductible) $0
91t day and after: $[219] a day
—While using 60 lifetime
reserve days All but $[438] a day $0
—Once lifetime reserve $[438] a day
days are used:
—Additional 365 days $0 $0**
100% of Medicare
—Beyond the additional 365 eligible expenses
days $0 All costs
$0
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PLAN C, MEDICARE (PART A), CONTINUED

SERVICES MEDICARE PAYS PLAN PAYS YOU PAY
SKILLED NURSING FACILITY
CARE™
You must meet Medicare’s
requirements, including having
been in a hospital for at least 3
days and entered a Medicare-
approved facility within 30 days
after leaving the hospital
First 20 days All approved amounts | $0 $0
21stthru 100th day All but $[109.50] a Up to $[109.50] a day $0
101st day and after day $0 All costs

$0

BLOOD
First 3 pints $0 3 pints $0
Additional amounts 100% $0 $0
HOSPICE CARE
Available as long as your All but very limited $0 Balance
doctor certifies you are coinsurance for out-
terminally ill and you elect to patient drugs and
receive these services inpatient respite care

** NOTICE: When your Medicare Part A hospital benefits are exhausted, the insurer stands in the place
of Medicare and will pay whatever amount Medicare would have paid for up to an additional 365 days as
provided in the policy’s “Core Benefits.” During this time the hospital is prohibited from billing you for the
balance based on any difference between its billed charges and the amount Medicare would have paid.
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PLAN C

MEDICARE (PART B)—MEDICAL SERVICES—PER CALENDAR YEAR

* Once you have been billed $[100] of Medicare-approved amounts for covered services (which are noted

with an asterisk), your Part B deductible will have been met for the calendar year.

SERVICES

MEDICARE PAYS

PLAN PAYS

YOU PAY

MEDICAL EXPENSES—
IN OR OUT OF THE
HOSPITAL AND
OUTPATIENT HOSPITAL
TREATMENT, such as
physician’s services, inpatient
and outpatient medical
and surgical services and
supplies, physical and speech
therapy, diagnostic tests,
durable medical equipment,
First $[100] of Medicare
Approved Amounts*

Remainder of Medicare
Approved Amounts

$0

Generally 80%

$[100] (Part B
deductible)

Generally 20%

$0

$0

Part B Excess Charges
(Above Medicare Approved
Amounts)

$0

$0

All costs

BLOOD
First 3 pints
Next $[100] of Medicare
Approved

Amounts*
Remainder of Medicare
Approved

Amounts

$0
$0

80%

All costs

$[100] (Part B
deductible)

20%

$0
$0
$0

CLINICAL LABORATORY
SERVICES—TESTS FOR
DIAGNOSTIC SERVICES

100%

$0

$0
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PARTSA &B

HOME HEALTH CARE

MEDICARE APPROVED

SERVICES

—Medically necessary skilled
care services and medical
supplies 100% $0 $0

—Durable medical equipment
First $[100] of Medicare

Approved Amounts* $0 $[100] (Part B $0
Remainder of Medicare deductible)
Approved Amounts 80% $0
20%

OTHER BENEFITS—NOT COVERED BY MEDICARE

FOREIGN TRAVEL—

NOT COVERED BY
MEDICARE

Medically necessary
emergency care services
beginning during the first 60
days of each trip outside the

USA $0 $0 $250
First $250 each calendar $0 80% to a lifetime 20% and amounts over
year maxi-mum benefit the $50,000 lifetime
Remainder of Charges of $50,000 maximum
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PLAND

MEDICARE (PART A)—HOSPITAL SERVICES—PER BENEFIT PERIOD

* A benefit period begins on the first day you receive service as an inpatient in a hospital and ends after you
have been out of the hospital and have not received skilled care in any other facility for 60 days in a row.

doctor certifies you are
terminally ill and you elect to
receive these services

coinsurance for out-
patient drugs and
inpatient respite care

SERVICES MEDICARE PAYS PLAN PAYS YOU PAY

HOSPITALIZATION*
Semiprivate room and

board, general nursing and

miscellaneous services and
supplies

First 60 days All but $[876] $[876] (Part A $0

61st thru 90th day All but $[219] a day deductible) $0

91st day and after: $[219] a day

—While using 60 lifetime

reserve days All but $[438] a day $0
—Once lifetime reserve $[438] a day $0
days are used:

—Additional 365 days $0 $0**
100% of Medicare
—Beyond the additional 365 eligible expenses

days $0 $0 All costs
SKILLED NURSING FACILITY

CARE*

You must meet Medicare’s

requirements, including having

been in a hospital for at least 3

days and entered a Medicare-

approved facility within 30 days

after leaving the hospital

First 20 days All approved amounts | $0 $0
21stthru 100th day All but $[109.50] a Up to $[109.50] a day $0
101st day and after day $0 All costs

$0

BLOOD

First 3 pints $0 3 pints $0
Additional amounts 100% $0 $0
HOSPICE CARE

Available as long as your All but very limited $0 Balance

** NOTICE: When your Medicare Part A hospital benefits are exhausted, the insurer stands in the place
of Medicare and will pay whatever amount Medicare would have paid for up to an additional 365 days as
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provided in the policy’s “Core Benefits.” During this time the hospital is prohibited from billing you for the
balance based on any difference between its billed charges and the amount Medicare would have paid.
PLAND
MEDICARE (PART B)—MEDICAL SERVICES—PER CALENDAR YEAR

* Once you have been billed $[100] of Medicare-approved amounts for covered services (which are noted
with an asterisk), your Part B deductible will have been met for the calendar year.

SERVICES

MEDICARE PAYS

PLAN PAYS

YOU PAY

MEDICAL EXPENSES—
IN OR OUT OF THE
HOSPITAL AND
OUTPATIENT HOSPITAL
TREATMENT, such as
physician’s services, inpatient
and outpatient medical
and surgical services and
supplies, physical and speech
therapy, diagnostic tests,
durable medical equipment,
First $[100] of Medicare
Approved Amounts*

Remainder of Medicare
Approved Amounts

$0

Generally 80%

$0

Generally 20%

$[100] (Part B
deductible)

$0

Part B Excess Charges
(Above Medicare Approved
Amounts)

$0

$0

All costs

BLOOD

First 3 pints

Next $[100] of Medicare
Approved Amounts*

Remainder of Medicare
Approved Amounts

$0
$0

80%

All costs

$0

20%

$0

$[100] (Part B
deductible)

$0

CLINICAL LABORATORY
SERVICES—TESTS FOR
DIAGNOSTIC SERVICES

100%

$0

$0

(continued)
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PLAND

PARTSA &B

SERVICES

MEDICARE PAYS

PLAN PAYS

YOU PAY

HOME HEALTH CARE
MEDICARE APPROVED
SERVICES
—Medically necessary
skilled
care services and medical
supplies
—Durable medical
equipment
First $[100] of Medicare
Approved Amounts*

Remainder of Medicare
Approved Amounts

AT-HOME RECOVERY
SERVICES—NOT COVERED
BY MEDICARE
Home care certified by your
doctor, for personal care during
recovery from an injury or
sickness for which Medicare
approved a Home Care
Treatment Plan

—Benefit for each visit

—Number of visits covered
(Must be received within
8 weeks of last Medicare
Approved visit)

—Calendar year maximum

100%

$0

80%

$0

$0

$0

$0

$0

20%

Actual charges to $40
a visit

Up to the number of
Medicare Approved
visits, not to exceed 7
each week

$1,600

$0
$[100] (Part B
deductible)

$0

Balance
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SERVICES

MEDICARE PAYS

PLAN PAYS

YOU PAY

FOREIGN TRAVEL—NOT
COVERED BY MEDICARE
Medically necessary
emergency care services
beginning during the first 60
days of each trip outside the
USA

First $250 each calendar
year

Remainder of charges

$0

$0

$0

80% to a lifetime
maxi-mum benefit of
$50,000

$250

20% and amounts
over the $50,000
lifetime maximum

PLAN E
MEDICARE (PART A)—HOSPITAL SERVICES—PER BENEFIT PERIOD

* A benefit period begins on the first day you receive service as an inpatient in a hospital and ends after you
have been out of the hospital and have not received skilled care in any other facility for 60 days in a row.

SERVICES MEDICARE PAYS PLAN PAYS YOU PAY

HOSPITALIZATION*
Semiprivate room and
board, general nursing and
miscellaneous services and
supplies
First 60 days All but $[876] $[876] (Part A $0
61°t thru 90th day All but $[219] a day deductible) $0
91t day and after: $[219] a day
—While using 60 lifetime
reserve days All but $[438] a day $[438] a day $0
—Once lifetime reserve
days are used:

—Additional 365 days $0 100% of Medicare $0**

eligible expenses

—Beyond the additional 365

days $0 $0 All costs
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PLAN E, MEDICARE (PART A), CONTINUED

SERVICES MEDICARE PAYS PLAN PAYS YOU PAY
SKILLED NURSING FACILITY
CARE*
You must meet Medicare’s
requirements, including having
been in a hospital for at least 3
days and entered a Medicare-
approved facility within 30 days
after leaving the hospital
First 20 days All approved amounts | $0 $0
215 thru 100 day All but $[109.50] a Up to $[109.50] a day $0
101st day and after day $0 All costs
$0
BLOOD
First 3 pints $0 3 pints $0
Additional amounts 100% $0 $0
HOSPICE CARE
Available as long as your All but very limited $0 Balance
doctor certifies you are coinsurance for out-
terminally ill and you elect to patient drugs and
receive these services inpatient respite care

** NOTICE: When your Medicare Part A hospital benefits are exhausted, the insurer stands in the place
of Medicare and will pay whatever amount Medicare would have paid for up to an additional 365 days as
provided in the policy’s “Core Benefits.” During this time the hospital is prohibited from billing you for the
balance based on any difference between its billed charges and the amount Medicare would have paid.
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PLAN E
MEDICARE (PART B)—MEDICAL SERVICES—PER BENEFIT PERIOD

* Once you have been billed $[100] of Medicare-approved amounts for covered services (which are noted
with an asterisk), your Part B deductible will have been met for the calendar year.

SERVICES

MEDICARE PAYS

PLAN PAYS

YOU PAY

MEDICAL EXPENSES—IN
OR OUT OF THE HOSPITAL
AND OUTPATIENT
HOSPITAL TREATMENT,
such as Physician’s services,
inpatient and outpatient

medical and surgical services

and supplies, physical and
speech therapy, diagnostic
tests, durable medical
equipment,
First $[100] of Medicare
Approved Amounts*

Remainder of Medicare
Approved Amounts

$0

Generally 80%

$0

Generally 20%

$[100] (Part B
deductible)

$0

Part B Excess Charges
(Above Medicare Approved
Amounts)

$0

$0

All costs

BLOOD

First 3 pints

Next $[100] of Medicare
Approved Amounts*

Remainder of Medicare
Approved Amounts

$0
$0

80%

All costs

$0

20%

$0

$[100] (Part B
deductible)

$0

CLINICAL LABORATORY
SERVICES—TESTS FOR
DIAGNOSTIC SERVICES

100%

$0

$0
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PARTSA&B

SERVICES

MEDICARE PAYS

PLAN PAYS

YOU PAY

HOME HEALTH CARE
MEDICARE APPROVED
SERVICES
—NMedically necessary
skilled
care services and medical
supplies
—Durable medical
equipment
First $[100] of Medicare
Approved Amounts*
Remainder of Medicare
Approved Amounts

100%

$0

80%

$0

$0

20%

$0

$[100] (Part B
deductible)
$0

OTHER BENEFITS—NOT COVERED BY MEDICARE

PLAN E

SERVICES

MEDICARE PAYS

PLAN PAYS

YOU PAY

FOREIGN TRAVEL—NOT
COVERED BY MEDICARE
Medically necessary
emergency care services
beginning during the first 60
days of each trip outside the
USA

First $250 each calendar
year

Remainder of Charges

$0
$0

$0

80% to a lifetime
maxi-

mum benefit of
$50,000

$250

20% and amounts
over the $50,000
lifetime maximum

*PREVENTIVE MEDICAL
CARE BENEFIT—NOT
COVERED BY MEDICARE
Some annual physical and
preventive tests and services
administered or ordered by
your doctor when not covered
by Medicare

First $120 each calendar
year

Additional charges

$0
$0

$120
$0

$0

All costs

*Medicare benefits are subject to change. Please consult the latest Guide to Health Insurance for People

with Medicare.
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PLAN F or HIGH DEDUCTIBLE PLAN F

MEDICARE (PART A) - HOSPITAL SERVICES - PER BENEFIT PERIOD

* A benefit period begins on the first day you receive service as an inpatient in a hospital and ends after you

have been out of the hospital and have not received skilled care in any other facility for 60 days in a row.

[**This high deductible plan pays the same benefits as Plan F after one has paid a calendar year $[1690]
deductible. Benefits from the high deductible plan F will not begin until out-of-pocket expenses are $[1690].
Out-of-pocket expenses for this deductible are expenses that would ordinarily be paid by the policy. This
includes the Medicare deductibles for Part A and Part B, but does not include the plan’s separate foreign

travel emergency deductible.]

[AFTER YOU PAY [IN ADDITION
$[1690] TO $[1690]
DEDUCTIBLE,**] DEDUCTIBLE,**]
SERVICES MEDICARE PAYS PLAN PAYS YOU PAY
HOSPITALIZATION*
Semiprivate room and
board, general nursing and
miscellaneous services and
supplies All but $[876] $[876] (Part A $0
First 60 days All but $[219] aday | deductible) $0
61st thru 90 day $[219] a day
91st day and after:
While using 60 All but $[438] a day $0
$[438] a day
Lifetime reserve days
Once lifetime reserve $0 $O**+
days 100% of Medicare
Are used: eligible expenses
Additional 365 days $0 All costs
$0
Beyond the
additional
365 days
SKILLED NURSING
FACILITY CARE*
You must meet Medicare’s
requirements, including
having been in a hospital for
at least 3 days and entered
a Medicare-approved facility
within 30 days after leaving
the hospital All approved $0 $0
First 20 days amounts Up to $[109.50] a day $0
21st thru 100th day All but $[109.50] a $0 All costs
101st day and after day
$0
BLOOD
First 3 pints $0 3 pints $0
Additional amounts 100% $0 $0
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PLAN F or HIGH DEDUCTIBLE PLAN F, MEDICARE (PART A), CONTINUED
[AFTER YOU PAY [IN ADDITION
$[1690] TO $[1690]
DEDUCTIBLE,**] DEDUCTIBLE,**]
SERVICES MEDICARE PAYS PLAN PAYS YOU PAY
HOSPICE CARE
Available as long as your All but very limited $0 Balance
doctor certifies you are coinsurance for out-
terminally ill and you elect to patient drugs and
receive these services inpatient respite
care

*** NOTICE: When your Medicare Part A hospital benefits are exhausted, the insurer stands in the place
of Medicare and will pay whatever amount Medicare would have paid for up to an additional 365 days as
provided in the policy’s “Core Benefits.” During this time the hospital is prohibited from billing you for the
balance based on any difference between its billed charges and the amount Medicare would have paid.

PLAN F or HIGH DEDUCTIBLE PLAN F
MEDICARE (PART B) - MEDICAL SERVICES - PER CALENDAR YEAR

*Once you have been billed $[100] of Medicare-approved amounts for covered services (which are noted
with an asterisk), your Part B deductible will have been met for the calendar year.

[**This high deductible plan pays the same benefits as Plan F after one has paid a calendar year $[1690]
deductible. Benefits from the high deductible Plan F will not begin until out-of-pocket expenses are $[1690].
Out-of-pocket expenses for this deductible are expenses that would ordinarily be paid by the policy. This
includes the Medicare deductibles for Part A and Part B, but does not include the plan’s separate foreign
travel emergency deductible.]
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[AFTER YOU PAY [IN ADDITION
$[1690] TO $[1690]
DEDUCTIBLE,*] DEDUCTIBLE,*]
SERVICES MEDICARE PAYS PLAN PAYS YOU PAY
MEDICAL EXPENSES -

IN OR OUT OF THE
HOSPITAL AND OUTPATIENT
HOSPITAL TREATMENT,
Such as physician’s
Services, inpatient and
Outpatient medical and
Surgical services and
Supplies, physical and
Speech therapy,
Diagnostic tests,
Durable medical
Equipment,

First $[100] of Medicare

$0 $[100] (Part B $0
Approved amounts* deductible)
Remainder of Medicare Generally 80% Generally 20% $0
Approved amounts
Part B excess charges
(Above Medicare Approved
Amounts) $0 100% $0
BLOOD
First 3 pints $0 All costs $0
Next $[100] of Medicare
Approved amounts* $0 $[100] (Part B $0
deductible)
Remainder of Medicare
Approved amounts 80% 20% $0
CLINICAL LABORATORY
SERVICES—-TESTS
FOR DIAGNOSTIC SERVICES 100% $0 $0
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PLAN F or HIGH DEDUCTIBLE PLAN F

PARTSA &B
AFTER YOU PAY IN ADDITION
$[1690] TO $[1690]
DEDUCTIBLE,** DEDUCTIBLE,**
SERVICES MEDICARE PAYS PLAN PAYS YOU PAY
HOME HEALTH CARE
MEDICARE APPROVED
SERVICES
—Medically necessary skilled
care services and medical 100% $0 $0
supplies
—Durable medical equipment
$0 $[100] (Part B $0
First $[100] of deductible)
Medicare approved 80% 20% $0

Amounts*

Remainder of
Medicare approved
Amounts
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OTHER BENEFITS - NOT COVERED BY MEDICARE

AFTER YOU PAY IN ADDITION
$[1690] TO $[1690]
DEDUCTIBLE,** DEDUCTIBLE,**
SERVICES MEDICARE PAYS PLAN PAYS YOU PAY
FOREIGN TRAVEL -
NOT COVERED BY MEDICARE
Medically necessary
Emergency care services
Beginning during the
first 60 days of each
trip outside the USA
First $250 each
calendar year $0 $0 $250
Remainder of charges $0 80% to a lifetime 20% and
maximum benefit amounts

of $50,000

over the $50,000
lifetime maximum
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PLAN G

MEDICARE (PART A)—HOSPITAL SERVICES—PER BENEFIT PERIOD

* A benefit period begins on the first day you receive service as an inpatient in a hospital and ends after you
have been out of the hospital and have not received skilled care in any other facility for 60 days in a row.

SERVICES MEDICARE PAYS PLAN PAYS YOU PAY

HOSPITALIZATION*
Semiprivate room and
board, general nursing and
miscellaneous services and
supplies

First 60 days All but $[876] $[876] (Part A $0

61st thru 90th day All but $[219] a day deductible) $0

91st day and after: $[219] a day

—While using 60 lifetime

reserve days All but $[438] a day $0
—Once lifetime reserve $[438] a day
days are used:

—Additional 365 days $0 $0**
100% of Medicare
—Beyond the additional 365 eligible expenses
days $0 All costs
$0

SKILLED NURSING FACILITY

CARE*

You must meet Medicare’s

requirements, including having

been in a hospital for at least 3

days and entered a Medicare-

approved facility within 30 days

after leaving the hospital

First 20 days All approved amounts | $0 $0
21stthru 100th day All but $[109.50] a Up to $[109.50] a day $0
101st day and after day $0 All costs

$0

BLOOD

First 3 pints $0 3 pints $0
Additional amounts 100% $0 $0
HOSPICE CARE

Available as long as your All but very limited $0 Balance
doctor certifies you are coinsurance for out-

terminally ill and you elect to patient drugs and

receive these services inpatient respite care

** NOTICE: When your Medicare Part A hospital benefits are exhausted, the insurer stands in the place
of Medicare and will pay whatever amount Medicare would have paid for up to an additional 365 days as
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provided in the policy’s “Core Benefits.” During this time the hospital is prohibited from billing you for the
balance based on any difference between its billed charges and the amount Medicare would have paid.

PLAN G
MEDICARE (PART B)—MEDICAL SERVICES—PER CALENDAR YEAR

* Once you have been billed $[100] of Medicare-approved amounts for covered services (which are noted
with an asterisk), your Part B deductible will have been met for the calendar year.

SERVICES

MEDICARE PAYS

PLAN PAYS

YOU PAY

MEDICAL EXPENSES—IN
OR OUT OF THE HOSPITAL
AND OUTPATIENT
HOSPITAL TREATMENT,
such as physician’s services,
inpatient and outpatient

medical and surgical services

and supplies, physical and
speech therapy, diagnostic
tests, durable medical
equipment,
First $[100] of Medicare
Approved Amounts*

Remainder of Medicare
Approved Amounts

$0

Generally 80%

$0

Generally 20%

$[100] (Part B
deductible)

$0

Part B Excess Charges
(Above Medicare Approved
Amounts)

$0

80%

20%

BLOOD

First 3 pints

Next $[100] of Medicare
Approved Amounts*

Remainder of Medicare
Approved
Amounts

$0
$0

80%

All costs

$0

20%

$0

$[100] (Part B
deductible)

$0

CLINICAL LABORATORY
SERVICES—TESTS FOR
DIAGNOSTIC SERVICES

100%

$0

$0
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PLAN G
PARTSA &B
SERVICES MEDICARE PAYS PLAN PAYS YOU PAY
HOME HEALTH CARE
MEDICARE APPROVED
SERVICES
—Medically necessary skilled
care services and medical
supplies 100% $0 $0
—Durable medical equipment
First $[100] of Medicare
Approved Amounts* $0 $0 $[100] (Part B
deductible)
Remainder of Medicare
Approved Amounts 80% 20% $0
AT-HOME RECOVERY
SERVICES—NOT COVERED
BY MEDICARE
Home care certified by your
doctor, for personal care during
recovery from an injury or
sickness for which Medicare
approved a Home Care
Treatment Plan
—Benefit for each visit $0 Actual charges to $40 | Balance
a visit
—Number of visits covered
(Must be received within 8
weeks of last Medicare
Approved visit) $0 Up to the number of
Medicare-approved
visits, not to exceed 7
each week
—Calendar year maximum $0 $1,600

145




OTHER BENEFITS—NOT COVERED BY MEDICARE

RULEMAKING HEARINGS

SERVICES

MEDICARE PAYS

PLAN PAYS

YOU PAY

FOREIGN TRAVEL—
NOT COVERED BY
MEDICARE
Medically necessary
emergency care services
beginning during the first 60
days of each trip outside the
USA

First $250 each calendar
year

Remainder of Charges

$0
$0

$0

80% to a lifetime
maxi-mum benefit of
$50,000

$250

20% and amounts
over the $50,000
lifetime maximum
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PLANH

MEDICARE (PART A) - HOSPITAL SERVICES - PER BENEFIT PERIOD

* A benefit period begins on the first day you receive service as an inpatient in a hospital and ends after you
have been out of the hospital and have not received skilled care in any other facility for 60 days in a row.

SERVICES MEDICARE PAYS PLAN PAYS YOU PAY

HOSPITALIZATION*
Semiprivate room and
board, general nursing and
miscellaneous services and
supplies

First 60 days All but $[876] $[876] (Part A $0

61s thru 90th day All but $[219] a day deductible) $0

91st day and after: $[219] a day

—While using 60 lifetime

reserve days All but $[438] a day $0
—Once lifetime reserve $[438] a day
days are used:

—Additional 365 days $0 $0**
100% of Medicare
—Beyond the additional 365 eligible expenses
days $0 All costs
$0

SKILLED NURSING FACILITY

CARE*

You must meet Medicare’s

requirements, including having

been in a hospital for at least 3

days and entered a Medicare-

approved facility within 30 days

after leaving the hospital

First 20 days All approved amounts | $0 $0
21stthru 100th day All but $[109.50] a Up to $[109.50] a day $0
101st day and after day $0 All costs

$0

BLOOD

First 3 pints $0 3 pints $0
Additional amounts 100% $0 $0
HOSPICE CARE

Available as long as your All but very limited $0 Balance
doctor certifies you are coinsurance for out-

terminally ill and you elect to patient drugs and

receive these services inpatient respite care

** NOTICE: When your Medicare Part A hospital benefits are exhausted, the insurer stands in the place
of Medicare and will pay whatever amount Medicare would have paid for up to an additional 365 days as
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provided in the policy’s “Core Benefits.” During this time the hospital is prohibited from billing you for the
balance based on any difference between its billed charges and the amount Medicare would have paid.

PLANH
MEDICARE (PART B)—MEDICAL SERVICES—PER CALENDAR YEAR

* Once you have been billed $[100] of Medicare-approved amounts for covered services (which are noted
with an asterisk), your Part B Deductible will have been met for the calendar year.

SERVICES MEDICARE PAYS PLAN PAYS YOU PAY

MEDICAL EXPENSES—IN
OR OUT OF THE HOSPITAL
AND OUTPATIENT
HOSPITAL TREATMENT,
such as Physician’s services,
inpatient and outpatient
medical and surgical services
and supplies, physical and
speech therapy, diagnostic
tests, durable medical
equipment, $0 $0 $[100] (Part B
First $[100] of Medicare deductible)
Approved Amounts*

Remainder of Medicare Generally 80% Generally 20% $0
Approved Amounts

Part B Excess Charges
(Above Medicare

Approved Amounts) $0 0% All Costs
BLOOD
First 3 pints $0 All costs $0
Next $[100] of Medicare
Approved
Amounts* $0 $0 $[100] (Part B
deductible)
Remainder of Medicare
Approved 80% 20% $0
Amounts
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PLAN H, MEDICARE (PART B), CONTINUED

SERVICES MEDICARE PAYS PLAN PAYS YOU PAY
CLINICAL LABORATORY
SERVICES—TESTS FOR
DIAGNOSTIC SERVICES 100% $0 $0
PARTSA&B
SERVICES MEDICARE PAYS PLAN PAYS YOU PAY
HOME HEALTH CARE
MEDICARE APPROVED
SERVICES
—Medically necessary skilled
care services and medical
supplies 100% $0 $0
—Durable medical equipment
First $[100] of Medicare
Approved Amounts* $0 $0 $[100] (Part B
deductible)
Remainder of Medicare
Approved Amounts 80% 20% $0
PLANH
OTHER BENEFITS—NOT COVERED BY MEDICARE
SERVICES MEDICARE PAYS PLAN PAYS YOU PAY
FOREIGN TRAVEL—
NOT COVERED BY
MEDICARE
Medically necessary
emergency care services
beginning during the first 60
days of each trip outside the
USA $0 $0 $250
First $250 each calendar $0 80% to a lifetime 20% and amounts
year maximum benefit of over the $50,000

Remainder of charges

$50,000

lifetime maximum
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PLAN |

MEDICARE (PART A)—HOSPITAL SERVICES—PER BENEFIT PERIOD

* A benefit period begins on the first day you receive service as an inpatient in a hospital and ends after you
have been out of the hospital and have not received skilled care in any other facility for 60 days in a row.

SERVICES MEDICARE PAYS PLAN PAYS YOU PAY

HOSPITALIZATION*
Semiprivate room and
board, general nursing and

miscellaneous services and
supplies

First 60 days All but $[876] $[876] (Part A $0

61s thru 90th day All but $[219] a day deductible) $0

91st day and after: $[219] a day

—While using 60 lifetime

reserve days All but $[438] a day $0
—Once lifetime reserve $[438] a day
days are used:

—Additional 365 days $0 $0**
100% of Medicare
—Beyond the additional 365 eligible expenses

days $0 $0 All costs
SKILLED NURSING FACILITY

CARE*

You must meet Medicare’s

requirements, including having

been in a hospital for at least 3

days and entered a Medicare-

approved facility within 30 days

after leaving the hospital

First 20 days All approved amounts | $0 $0
21stthru 100th day All but $[109.50] a Up to $[109.50] a day $0
101st day and after day $0 All costs

$0

BLOOD

First 3 pints $0 3 pints $0
Additional amounts 100% $0 $0
HOSPICE CARE

Available as long as your All but very limited $0 Balance
doctor certifies you are coinsurance for out-

terminally ill and you elect to patient drugs and

receive these services inpatient respite care

** NOTICE: When your Medicare Part A hospital benefits are exhausted, the insurer stands in the place
of Medicare and will pay whatever amount Medicare would have paid for up to an additional 365 days as
provided in the policy’s “Core Benefits.” During this time the hospital is prohibited from billing you for the
balance based on any difference between its billed charges and the amount Medicare would have paid.
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PLAN |
MEDICARE (PART B)—MEDICAL SERVICES—PER CALENDAR YEAR

* Once you have been billed $[100] of Medicare-approved amounts for covered services (which are noted
with an asterisk), your Part B deductible will have been met for the calendar year.

SERVICES MEDICARE PAYS PLAN PAYS YOU PAY

MEDICAL EXPENSES—IN
OR OUT OF THE HOSPITAL
AND OUTPATIENT
HOSPITAL TREATMENT,
such as physician’s services,
inpatient and outpatient
medical and surgical services
and supplies, physical and
speech therapy, diagnostic
tests, durable medical

equipment,
First $[100] of Medicare $0 $0 $[100] (Part B
Approved Amounts* deductible)
Remainder of Medicare Generally 80% Generally 20% $0

Approved Amounts

Part B Excess Charges
(Above Medicare Approved

Amounts) $0 100% $0
BLOOD
First 3 pints $0 All costs $0
Next $[100] of Medicare
Approved
Amounts* $0 $0 $[100] (Part B
Remainder of Medicare deductible)
Approved 80% 20% $0
Amounts

CLINICAL LABORATORY
SERVICES—TESTS FOR
DIAGNOSTIC SERVICES 100% $0 $0
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PLAN |

PARTSA &B

SERVICES MEDICARE PAYS PLAN PAYS YOU PAY

HOME HEALTH CARE
MEDICARE APPROVED
SERVICES
—Medically necessary skilled
care services and medical
supplies 100% $0 $0
—Durable medical equipment
First $[100] of Medicare
Approved Amounts* $0 $0 $[100] (Part B
deductible)
Remainder of Medicare
Approved Amounts 80% 20% $0

AT-HOME RECOVERY
SERVICES—NOT COVERED
BY MEDICARE

Home care certified by your
doctor, for personal care during
recovery from an injury or
sickness for which Medicare
approved a Home Care
Treatment Plan

—Benefit for each visit $0 Actual charges to $40 | Balance
a visit
—Number of visits covered $0 Up to the number of
(Must be received within 8 Medicare-approved
weeks of last Medicare visits, not to exceed 7
Approved visit) each week
—Calendar year maximum $0 $1,600
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OTHER BENEFITS—NOT COVERED BY MEDICARE

SERVICES MEDICARE PAYS PLAN PAYS YOU PAY

FOREIGN TRAVEL—

NOT COVERED BY
MEDICARE

Medically necessary
emergency care services
beginning during the first 60
days of each trip outside the

USA $0 $0 $250
First $250 each calendar $0 80% to a lifetime 20% and amounts
year maxi-mum benefit of | over the $50,000
Remainder of charges $50,000 lifetime maximum
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PLAN J or HIGH DEDUCTIBLE PLAN J
MEDICARE (PART A) - HOSPITAL SERVICES - PER BENEFIT PERIOD

* A benefit period begins on the first day you receive service as an inpatient in a hospital and ends after you
have been out of the hospital and have not received skilled care in any other facility for 60 days in a row.
[** This high deductible plan pays the same benefits as Plan J after one has paid a calendar year $[1690]
deductible. Benefits from high deductible Plan J will not begin until out-of-pocket expenses are $[1690].
Out-of-pocket expenses for this deductible are expenses that would ordinarily be paid by the policy. This
includes the Medicare deductibles for Part A and Part B, but does not include the plan’s separate outpatient
prescription drug deductible or the plan’s separate foreign travel emergency deductible.]

[AFTER YOU PAY [IN ADDITION
$[1690] DEDUCTIBLE,**] TO $[1690]
SERVICES MEDICARE PAYS PLAN PAYS DEDUCTIBLE,**
YOU PAY
HOSPITALIZATION*
Semiprivate room and
board, general nursing and
miscellaneous services and
supplies
First 60 days All but $[876] $[876] (Part A deductible) | $0
61 thru 90th day All but $[219] a day $[219] a day $0

91t day and after:
—While using 60 lifetime
reserve days All but $[438] a day $[438] a day $0
—Once lifetime reserve
days are used:

—Additional 365 days $0 100% of Medicare eligible | $0***
expenses
—Beyond the additional 365
days $0 $0 All costs
SKILLED NURSING FACILITY
CARE*

You must meet Medicare’s
requirements, including having
been in a hospital for at least 3
days and entered a Medicare-
approved facility within 30 days
after leaving the hospital

First 20 days All approved amounts | $0 $0

21t thru 100th day All but $[109.50] a Up to $[109.50] a day $0

101st day and after day $0 All costs
$0

BLOOD

First 3 pints $0 3 pints $0

Additional amounts 100% $0 $0

(continued)
*** NOTICE: When your Medicare Part A hospital benefits are exhausted, the insurer stands in the place
of Medicare and will pay whatever amount Medicare would have paid for up to an additional 365 days as
provided in the policy’s “Core Benefits.” During this time the hospital is prohibited from billing you for the
balance based on any difference between its billed charges and the amount Medicare would have paid.
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PLAN J or HIGH DEDUCTIBLE PLAN J

MEDICARE (PART B)—MEDICAL SERVICES—PER CALENDAR YEAR

* Once you have been billed $[100] of Medicare-approved amounts for covered services (which are noted

with an asterisk), your Part B deductible will have been met for the calendar year.

[**This high deductible plan pays the same benefits as Plan J after one has paid a calendar year $[1690]
deductible. Benefits from high deductible Plan J will not begin until out-of-pocket expenses are $[1690].
Out-of-pocket expenses for this deductible are expenses that would ordinarily be paid by the policy. This
includes the Medicare deductibles for Part A and Part B, but does not include the plan’s separate outpatient
prescription drug deductible or the plan’s separate foreign travel emergency deductible.]

[IN ADDITION
[AFTER YOU PAY TO $[1690]
MEDICARE $[1690] DEDUCTIBLE,**]
SERVICES PAYS DEDUCTIBLE,**] YOU PAY
PLAN PAYS
HOSPICE CARE All but very
Available as long as your doctor | limited
certifies you are terminally ill coinsurance for
and you elect to receive these out-patient drugs
services and inpatient $0 Balance
respite care

MEDICAL EXPENSES—IN
OR OUT OF THE HOSPITAL
AND OUTPATIENT HOSPITAL
TREATMENT, such as
physician’s services, inpatient
and outpatient medical and
surgical services and supplies,
physical and speech therapy,
diagnostic tests, durable
medical equipment,

First $[100] of Medicare $0 $[100] (Part B $0

Approved Amounts* deductible)

Remainder of Medicare Generally 80% $0
Approved Amounts Generally 20%
Part B Excess Charges
(Above Medicare Approved
Amounts) $0 100% $0
BLOOD
First 3 pints $0 All Costs $0
Next $[100] of Medicare
Approved Amounts* $0 $[100] (Part B $0
Remainder of Medicare deductible)
Approved Amounts 80% $0
20%

CLINICAL LABORATORY
SERVICES—TESTS FOR
DIAGNOSTIC SERVICES 100% $0 $0
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PLAN J or HIGH DEDUCTIBLE PLAN J

PARTSA &B
IN ADDITION
AFTER YOU PAY TO $[1690]
SERVICES MEDICARE $[1690] DEDUCTIBLE,** DEDUCTIBLE,**
PAYS PLAN PAYS YOU PAY
HOME HEALTH CARE
MEDICARE APPROVED
SERVICES
—Medically necessary skilled
care services and medical
supplies 100% $0 $0
—Durable medical equipment
First $[100] of Medicare
Approved Amounts* $0 $[100] (Part B deductible) | $0
Remainder of Medicare
Approved Amounts 80% 20% $0
HOME HEALTH CARE (cont'd)
AT-HOME RECOVERY
SERVICES—NOT COVERED
BY MEDICARE
Home care certified by your
doctor, for personal care during
recovery from an injury or
sickness for which Medicare
approved a Home Care
Treatment Plan $0 Actual charges to $40 Balance
—Benefit for each visit a visit
—Number of visits covered
(Must be received within 8
weeks of last Medicare $0 Up to the number of
Approved visit) Medicare Approved visits,
not to exceed 7 each week
$0 $1,600

—Calendar year maximum
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PLAN J or HIGH DEDUCTIBLE PLAN J

OTHER BENEFITS—NOT COVERED BY MEDICARE

PARTSA &B

Additional charges

AFTER YOU PAY IN ADDITION
$[1690] TO $[1690]
SERVICES MEDICARE DEDUCTIBLE,** DEDUCTIBLE,**
PAYS PLAN PAYS YOU PAY
FOREIGN TRAVEL—
NOT COVERED BY MEDICARE
Medically necessary emergency
care services beginning during the
first 60 days of each trip outside
the USA $0 $0 $250
First $250 each calendar year $0 80% to a lifetime 20% and amounts
Remainder of charges maxi-mum benefit of | over the $50,000
$50,000 lifetime maximum
*PREVENTIVE MEDICAL CARE
BENEFIT—NOT COVERED BY
MEDICARE
Some annual physical and
preventive tests and services
administered or ordered by your
doctor when not covered by
Medicare $0 $120 $0
First $120 each calendar year $0 $0 All costs

***Medicare benefits are subject to change. Please consult the latest Guide to Health Insurance for People

with Medicare.
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PLAN K

* You will pay half the cost-sharing of some covered services until you reach the annual out-of-pocket limit
of $[4000] each calendar year. The amounts that count toward your annual limit are noted with diamonds
(#) in the chart below. Once you reach the annual limit, the plan pays 100% of your Medicare copayment
and coinsurance for the rest of the calendar year. However, this limit does NOT include charges from
your provider that exceed Medicare-approved amounts (these are called “Excess Charges”) and you will
be responsible for paying this difference in the amount charged by your provider and the amount paid by
Medicare for the item or service.

MEDICARE (PART A)—HOSPITAL SERVICES—PER BENEFIT PERIOD

** A benefit period begins on the first day you receive service as an inpatient in a hospital and ends after you
have been out of the hospital and have not received skilled care in any other facility for 60 days in a row.

SERVICES

MEDICARE PAYS

PLAN PAYS

YOU PAY*

HOSPITALIZATION**
Semiprivate room and
board, general nursing
and miscellaneous
services and supplies
First 60 days

61t thru 90th day
91st day and after:
—While using 60
lifetime reserve days
—Once lifetime
reserve days are used:

—Additional 365
days

—Beyond the additional
365 days

All but $[876]

All but $[219] a day

All but $[438] a day

$0

$0

$[438](50% of Part A
deductible)
$[219] a day

$[438] a day
100% of Medicare eligible

expenses

$0

$[438](50% of Part A
deductible)s
$0

$0

$O***

All costs

SKILLED NURSING
FACILITY CARE**

You must meet Medicare’s
requirements, including
having been in a hospital
for at least 3 days and
entered a Medicare-
approved facility

Within 30 days after
leaving the hospital

First 20 days

21st thru 100th day
101st day and after

All approved
amounts

All but $[109.50] a
day

$0

$0
Up to $[54.75] a day
$0

$0

Up to $[54.75] a day
*

All costs
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MEDICARE (PART A), CONTINUED

SERVICES MEDICARE PAYS PLAN PAYS YOU PAY*
BLOOD
First 3 pints $0 50% 50%¢
Additional amounts 100% $0 $0
HOSPICE CARE Generally, most
Available as long as your Medicare eligible 50% of coinsurance or 50% of coinsurance
doctor certifies you are expenses for out- copayments or copayments+
terminally ill and you elect | patient drugs and
to receive these services inpatient respite care

(continued)
*** NOTICE: When your Medicare Part A hospital benefits are exhausted, the insurer stands in the place
of Medicare and will pay whatever amount Medicare would have paid for up to an additional 365 days as
provided in the policy’s “Core Benefits.” During this time the hospital is prohibited from billing you for the
balance based on any difference between its billed charges and the amount Medicare would have paid.
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PLAN K

MEDICARE (PART B)—MEDICAL SERVICES—PER CALENDAR YEAR

**** Once you have been billed $[100] of Medicare-approved amounts for covered services (which are noted
with an asterisk), your Part B deductible will have been met for the calendar year.

SERVICES

MEDICARE PAYS

PLAN PAYS

YOU PAY*

MEDICAL EXPENSES—
IN OR OUT OF THE
HOSPITAL AND
OUTPATIENT HOSPITAL
TREATMENT, such as
Physician’s services, inpatient
and outpatient medical
and surgical services and
supplies, physical and speech
therapy, diagnostic tests,
durable medical equipment,
First $[100] of Medicare
Approved Amounts****

Preventive Benefits for
Medicare covered
services

Remainder of Medicare
Approved Amounts

$0

Generally 75% or
more of Medicare
approved amounts

Generally 80%

$0

Remainder of Medicare
approved amounts

Generally 10%

$[100] (Part B
deductible)**** ¢

All costs above
Medicare approved

amounts

Generally 10% ¢

Remainder of Medicare
Approved Amounts

Generally 80%

Part B Excess Charges $0 $0 All costs (and

(Above Medicare they do not count

Approved Amounts) toward annual out-
of-pocket limit of
[$4000])*

BLOOD

First 3 pints $0 50% 50%¢

Next $[100] of Medicare

Approved Amounts**** $0 $0 $[100] (Part B

Generally 10%

deductible)**** ¢

Generally 10% ¢

CLINICAL LABORATORY
SERVICES—TESTS FOR
DIAGNOSTIC SERVICES

100%

$0

$0

(continued)

* This plan limits your annual out-of-pocket payments for Medicare-approved amounts to $[4000] per year.
However, this limit does NOT include charges from your provider that exceed Medicare-approved amounts
(these are called “Excess Charges”) and you will be responsible for paying this difference in the amount
charged by your provider and the amount paid by Medicare for the item or service.
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PLAN K

PARTSA &B

SERVICES MEDICARE PAYS PLAN PAYS YOU PAY*

HOME HEALTH CARE

MEDICARE APPROVED

SERVICES

—Medically necessary skilled
care services and medical 100% $0 $0
supplies

—Durable medical equipment
First $[100] of Medicare $0 $0 $[100] (Part B
Approved Amounts***** deductible) ¢

Remainder of Medicare 80% 10% 10%e
Approved Amounts

»***Medicare benefits are subject to change. Please consult the latest Guide to Health Insurance for
People with Medicare.
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PLANL

*You will pay one-fourth of the cost-sharing of some covered services until you reach the annual out-of-
pocket limit of $[2000] each calendar year. The amounts that count toward your annual limit are noted with
diamonds (¢) in the chart below. Once you reach the annual limit, the plan pays 100% of your Medicare
copayment and coinsurance for the rest of the calendar year. However, this limit does NOT include charges
from your provider that exceed Medicare-approved amounts (these are called “Excess Charges”) and you
will be responsible for paying this difference in the amount charged by your provider and the amount paid
by Medicare for the item or service.

MEDICARE (PART A)—HOSPITAL SERVICES—PER BENEFIT PERIOD

** A benefit period begins on the first day you receive service as an inpatient in a hospital and ends after you
have been out of the hospital and have not received skilled care in any other facility for 60 days in a row.

SERVICES

MEDICARE PAYS

PLAN PAYS

YOU PAY*

HOSPITALIZATION**
Semiprivate room and
board, general nursing and
miscellaneous services
and supplies

First 60 days

61t thru 90th day
91st day and after:
—While using 60 lifetime
reserve days
—Once lifetime reserve
days are used:
—Additional 365 days

—Beyond the additional
365 days

All but $[876]

All but $[219] a day

All but $[438] a day

$0

$0

$[657] (75% of Part A
deductible)
$[219] a day

$[438] a day

100% of Medicare eligible

expenses

$0

$[219] (25%
of Part A
deductible)s
$0

$0

$O***

All costs

SKILLED NURSING FACILITY
CARE**

You must meet Medicare’s
requirements, including having
been in a hospital for at least 3
days and entered a Medicare-
approved facility

Within 30 days after leaving
the hospital

First 20 days

21st thru 100th day

101st day and after

All approved
amounts

All but $[109.50] a
day

$0

$0
Up to $[82.13] a day
$0

$0

Up to $[27.37] a
daye

All costs

BLOOD
First 3 pints
Additional amounts

$0
100%

75%
$0

25%e
$0
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PLAN L, MEDICARE (PART A), CONTINUED

SERVICES MEDICARE PAYS PLAN PAYS YOU PAY*

HOSPICE CARE
Available as long as your Generally, most 75% of coinsurance or 25% of
doctor certifies you are Medicare eligible copayments coinsurance or
terminally ill and you elect to expenses for out- copayments ¢
receive these services patient drugs and

inpatient respite

care

(continued)
*** NOTICE: When your Medicare Part A hospital benefits are exhausted, the insurer stands in the place
of Medicare and will pay whatever amount Medicare would have paid for up to an additional 365 days as
provided in the policy’s “Core Benefits.” During this time the hospital is prohibited from billing you for the
balance based on any difference between its billed charges and the amount Medicare would have paid.
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PLANL

MEDICARE (PART B)—MEDICAL SERVICES—PER CALENDAR YEAR

**** Once you have been billed $[100] of Medicare-approved amounts for covered services (which are noted

with an asterisk), your Part B deductible will have been met for the calendar year.

SERVICES

MEDICARE PAYS

PLAN PAYS

YOU PAY*

MEDICAL EXPENSES—

IN OR OUT OF THE

HOSPITAL AND

OUTPATIENT HOSPITAL

TREATMENT, such as Physi-

cian’s services, inpatient

and outpatient medical

and surgical services and

supplies, physical and speech

therapy, diagnostic tests,

durable medical equipment,
First $[100] of Medicare
Approved Amounts****

Preventive Benefits for

Medicare covered services

Remainder of Medicare
Approved Amounts

$0

Generally 75% or
more of Medicare
approved amounts

Generally 80%

$0

Remainder of
Medicare approved
amounts

Generally 15%

$[100] (Part B
deductible)**** «

All costs above
Medicare approved

amounts

Generally 5% ¢

Part B Excess Charges

Remainder of Medicare
Approved Amounts

Generally 80%

(Above Medicare Approved $0 $0 All costs (and they

Amounts) do not count toward
annual out-of-pocket
limit of [$2000])*

BLOOD

First 3 pints $0 75% 25%¢

Next $[100] of Medicare

Approved Amounts**** $0 $0 $[100] (Part B

Generally 15%

deductible) ¢

Generally 5%+

CLINICAL LABORATORY
SERVICES—TESTS FOR
DIAGNOSTIC SERVICES

100%

$0

$0

(continued)

* This plan limits your annual out-of-pocket payments for Medicare-approved amounts to $[2000] per year.
However, this limit does NOT include charges from your provider that exceed Medicare-approved amounts
(these are called “Excess Charges”) and you will be responsible for paying this difference in the amount

charged by your provider and the amount paid by Medicare for the item or service.
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PLANL

PARTSA &B

SERVICES MEDICARE PAYS PLAN PAYS YOU PAY*

HOME HEALTH CARE

MEDICARE APPROVED

SERVICES

—Medically necessary skilled
care services and medical
supplies 100% $0 $0

—Durable medical equipment
First $[100] of Medicare
Approved Amounts***** $0 $0 $[100] (Part B

deductible) ¢

Remainder of Medicare
Approved Amounts 80% 15% 5% ¢

(5) »***Medicare benefits are subject to change. Please consult the latest Guide to Health
Insurance for People with Medicare.(6) Notice Regarding Policies or Certificates Which
Are Not Medicare Supplement Policies.

(a) Any accident and sickness insurance policy or certificate, other than a Medicare
supplement policy a policy issued pursuant to a contract under Section 1876 of the
Federal Social Security Act (42 U.S.C. Sections 1395, et seq.), disability income
policy, or other policy identified in Rule 0780-1-58-.03(2), issued for delivery in this
state to persons eligible for Medicare shall notify insureds under the policy that the
policy is not a Medicare supplement policy or certificate. The notice shall either be
printed or attached to the first page of the outline of coverage delivered to insureds
under the policy, or if no outline of coverage is delivered, to the first page of the
policy, or certificate delivered to insureds. The notice shall be in no less than twelve
(12) point type and shall contain the following language:

“THIS [POLICY OR CERTIFICATE] IS NOT AMEDICARE SUPPLEMENT [POLICY
OR CONTRACT]. If you are eligible for Medicare, review the Guide to Health
Insurance for People with Medicare available from the company.”

(b) Applications provided to persons eligible for Medicare for the health insurance
policies or certificates described in Paragraph (4)(a) of this Rule shall disclose,
using the applicable statement in Appendix C to this Chapter, the extent to which
the policy duplicates Medicare. The disclosure statement shall be provided as a
part of, or together with, the application for the policy or certificate.

Authority: T.C.A. §§ 56-7-1453(e), and 56-7-1455(b) and (d).
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0780-1-58-.18 REQUIREMENTS FOR APPLICATION FORMS AND REPLACEMENT COVERAGE.

(1)

()

@)

(4)

®)

(6)

Application forms shall include the statements and questions set forth in Appendix D of this
Chapter designed to elicit information as to whether, as of the date of the application, the
applicant currently has Medicare supplement, Medicare Advantage, Medicaid coverage, or
another health insurance policy or certificate in force or whether a Medicare supplement
policy or certificate is intended to replace any other accident and sickness policy or certificate
presently in force. A supplementary application or other form to be signed by the applicant
and agent containing such questions and statements may be used.

Producers shall list the following health insurance policies they have sold to the applicant:

(a) All policies sold to the applicant which are still in force; and
(b) All policies sold to the applicant in the past five (5) years which are no longer in
force.

In the case of a direct response issuer, a copy of the application or supplemental form, signed
by the applicant, and acknowledged by the insurer, shall be returned to the applicant by the
insurer upon delivery of the policy.

Upon determining that a sale will involve replacement of Medicare supplement coverage,
any issuer, other than a direct response issuer, or its producer, shall furnish the applicant,
prior to issuance or delivery of the Medicare supplement policy or certificate, a notice
regarding replacement of Medicare supplement coverage. One copy of the notice signed
by the applicant and the producer, except where the coverage is sold without a producer,
shall be provided to the applicant and an additional signed copy shall be retained by the
issuer. A direct response issuer shall deliver to the applicant at the time of the issuance of
the policy the notice regarding replacement of Medicare supplement coverage.

The notice required by Paragraph (4) of this Rule for an issuer shall be provided in a
substantially similar form to Appendix E of this Chapter in no less than twelve (12) point

type:

Paragraphs 1 and 2 of Appendix E (applicable to preexisting conditions) may be deleted
by an issuer if the replacement does not involve application of a new preexisting condition
limitation.

Authority: T.C.A. §§ 56-7-1453(c) and (d), and 56-7-1455(e).

0780-1-58-.19 FILING REQUIREMENTS FOR ADVERTISING.

An issuer shall provide a copy of any Medicare supplement advertisement intended for use in this
state whether through written, radio or television medium to the Commissioner for review or approval
by the Commissioner.

Authority: T.C.A. §§ 56-7-1431 and 1457,
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0780-1-58-.20 STANDARDS FOR MARKETING.

(1) An issuer, directly or through its producers, shall:

(a)

(b)

(c)

(d)

(e)

Establish marketing procedures to assure that any comparison of policies by its
agents or other producers will be fair and accurate.

Establish marketing procedures to assure excessive insurance is not sold or
issued.

Display prominently by type, stamp or other appropriate means, on the first page
of the policy the following:

“Notice to buyer: This policy may not cover all of your medical expenses.”
Inquire and otherwise make every reasonable effort to identify whether a prospective
applicant or enrollee for Medicare supplement insurance already has accident and

sickness insurance and the types and amounts of any such insurance.

Establish auditable procedures for verifying compliance with this Paragraph.

(2) In addition to the practices prohibited in T.C.A. § 56-8-104, the following acts and practices
are unfair and/or deceptive, and, thus, prohibited:

(a)

(b)

(3) The terms “Medicare Supplement,

Twisting. Knowingly making any misleading representation or incomplete or
fraudulent comparison of any insurance policies or insurers for the purpose of
inducing, or tending to induce, any person to lapse, forfeit, surrender, terminate,
retain, pledge, assign, borrow on, or convert an insurance policy or to take out a
policy of insurance with another insurer.

High pressure tactics. Employing any method of marketing having the effect of or
tending to induce the purchase of insurance through force, fright, threat, whether
explicit or implied, or undue pressure to purchase or recommend the purchase of
insurance.

Cold lead advertising. Making use directly or indirectly of any method of marketing
which fails to disclose in a conspicuous manner that a purpose of the method of
marketing is solicitation of insurance and that contact will be made by an insurance
agent or insurance company.

"« ” o«

Medigap,” “Medicare Wrap-Around” and words of similar

import shall not be used unless the policy is issued in compliance with this regulation.

Authority: T.C.A. §§ 56-7-1429, 1431, 1453(d), and 56-8-113.

0780-1-58-.21 APPROPRIATENESS OF RECOMMENDED PURCHASE AND EXCESSIVE INSUR-

ANCE.

(1) In recommending the purchase or replacement of any Medicare supplement policy or
certificate an agent shall make reasonable efforts to determine the appropriateness of a
recommended purchase or replacement.
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Any sale of a Medicare supplement policy or certificate that will provide an individual more
than one Medicare supplement policy or certificate is prohibited.

An issuer shall not issue a Medicare supplement policy or certificate to an individual enrolled
in Medicare Part C unless the effective date of the coverage is after the termination date of
the individual's Part C coverage.

Authority: T.C.A. § 56-7-1453(c) and (d).

0780-1-58-.22 REPORTING OF MULTIPLE POLICIES.

(1)

)

On or before March 15t of each year, an issuer shall report the following information for every
individual resident of this state for which the issuer has in force more than one Medicare
supplement policy or certificate:

(a) The policy and certificate number; and

(b) Each policy or certificate’s date of issuance.

The items set forth above must be grouped by individual policyholder.

Authority: T.C.A. § 56-7-1453(d).

0780-1-58-.23 PROHIBITION AGAINST PREEXISTING CONDITIONS, WAITING PERIODS, ELIMINA-
TION PERIODS AND PROBATIONARY PERIODS IN REPLACEMENT POLICIES OR CERTIFICATES.

(1)

)

If a Medicare supplement policy or certificate replaces another Medicare supplement policy
or certificate, the replacing issuer shall waive any time periods applicable to preexisting
conditions, waiting periods, elimination periods and probationary periods in the new Medicare
supplement policy or certificate for similar benefits to the extent such time was spent under
the original policy.

If a Medicare supplement policy or certificate replaces another Medicare supplement policy
or certificate which has been in effect for at least six (6) months, the replacing policy shall
not provide any time period applicable to preexisting conditions, waiting periods, elimination
periods and probationary periods for benefits similar to those contained in the original policy
or certificate.

Authority: T.C.A. § 56-7-1453(c).

0780-1-58-.24 SEVERABILITY.

If any provision of this regulation or the application thereof to any person or circumstance is for any
reason held to be invalid, the remainder of the regulation and the application of such provision to
other persons or circumstances shall not be affected thereby.

Authority: T.C.A. §§ 56-2-301, 56-7-1425 through 1430, and 56-7-1451 through 56-7-1459.
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0780-1-58-.25 EFFECTIVE DATE.

Unless other wise provided in this Chapter, this Chapter shall be effective as provided for by the
Uniform Administrative Procedures Act, compiled in T.C.A. title 4, chapter 5.

Authority: T.C.A. §§ 56-2-301, 56-7-1425 through 1430, and 56-7-1451 through 56-7-1459.

APPENDIX A
MEDICARE SUPPLEMENT REFUND CALCULATION FORM
FOR CALENDAR YEAR
TYPE! SMSBP?
For the State of Company Name
NAIC Group Code NAIC Company Code
Address Person Completing Exhibit
Title Telephone Number
(a) (b)
Line Earned Premium?® Incurred Claims*

1. | Current Year’s Experience

a. Total (all policy years)

b. Current year’s issues®

c. Net (for reporting purposes = 1a—1b

Past Years’ Experience (all policy years)

Total Experience
(Net Current Year + Past Year)

Refunds Last Year (Excluding Interest)

Previous Since Inception (Excluding Interest)

Refunds Since Inception (Excluding Interest)

Benchmark Ratio Since Inception (see worksheet for Ratio 1)

ol I 2 S

Experienced Ratio Since Inception (Ratio 2)

Total Actual Incurred Claims (line 3. col. b)

Total Earned Prem. (line 3, col. a)-Refunds Since Inception
(line 6)

9. | Life Years Exposed Since Inception

If the Experienced Ratio is less than the Benchmark Ratio, and
there are more than 500 life years exposure, then proceed to
calculation of refund.

10. | Tolerance Permitted (obtained from credibility table)

Medicare Supplement Credibility Table

Life Years Exposed
Since Inception Tolerance
10,000 + 0.0%
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5,000 -9,999 5.0%
2,500 -4,999 7.5%
1,000 -2,499 10.0%

500 - 999 15.0%
If less than 500, no credibility.

1 Individual, Group, Individual Medicare Select, or Group Medicare Select Only

2 “SMSBP” = Standardized Medicare Supplement Benefit Plan - Use “P” for prestandardized plans

3 Includes Modal Loadings and Fees Charged

4 Excludes Active Life Reserves

5 This is to be used as “Issue Year Earned Premium” for Year 1 of next year’s “Worksheet for Calculation
of Benchmark Ratios”

MEDICARE SUPPLEMENT REFUND CALCULATION FORM

FOR CALENDAR YEAR
TYPE! SMSBP?
For the State of Company Name
NAIC Group Code NAIC Company Code
Address Person Completing Exhibit
Title Telephone Number

11.  Adjustment to Incurred Claims for Credibility

Ratio 3 = Ratio 2 + Tolerance

If Ratio 3 is more than Benchmark Ratio (Ratio 1), a refund or credit to premium is not required.
If Ratio 3 is less than the Benchmark Ratio, then proceed.

12. | Adjusted Incurred Claims
[Total Earned Premiums (line 3, col. a)-Refunds Since Inception (line 6)] x Ratio 3 (line 11)
13. | Refund =

Total Earned Premiums (line 3, col. a)-Refunds Since Inception (line 6)
—[Adjusted Incurred Claims (line 12)/Benchmark Ratio (Ratio 1)]

If the amount on line 13 is less than .005 times the annualized premium in force as of December 31 of the
reporting year, then no refund is made. Otherwise, the amount on line 13 is to be refunded or credited,
and a description of the refund or credit against premiums to be used must be attached to this form.

| certify that the above information and calculations are true and accurate to the best of my knowledge
and belief.

Signature

Name - Please Type

Title - Please Type

Date
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APPENDIX B
FORM FOR REPORTING
MEDICARE SUPPLEMENT POLICIES

Company Name:

Address:

Phone Number:

Due March 1, annually

The purpose of this form is to report the following information on each resident of this state who has
in force more than one Medicare supplement policy or certificate. The information is to be grouped by
individual policyholder.

Policy and Date of
Certificate # Issuance
Signature

Name and Title (please type)

Date

173



RULEMAKING HEARINGS

APPENDIX C
DISCLOSURE STATEMENTS

Instructions for Use of the Disclosure Statements for
Health Insurance Policies Sold to Medicare Beneficiaries
that Duplicate Medicare

Section 1882(d) of the federal Social Security Act [42 U.S.C. 1395ss] prohibits the sale of a health
insurance policy (the term policy includes certificate) to Medicare beneficiaries that duplicates Medicare
benefits unless it will pay benefits without regard to a beneficiary’s other health coverage and it includes
the prescribed disclosure statement on or together with the application for the policy.

All types of health insurance policies that duplicate Medicare shall include one of the attached disclosure
statements, according to the particular policy type involved, on the application or together with the
application. The disclosure statement may not vary from the attached statements in terms of language
or format (type size, type proportional spacing, bold character, line spacing, and usage of boxes around
text).

State and federal law prohibits insurers from selling a Medicare supplement policy to a person that
already has a Medicare supplement policy except as a replacement policy.

Property/casualty and life insurance policies are not considered health insurance.
Disability income policies are not considered to provide benefits that duplicate Medicare.

Long-term care insurance policies that coordinate with Medicare and other health insurance are not
considered to provide benefits that duplicate Medicare.

The federal law does not preempt state laws that are more stringent than the federal requirements.
The federal law does not preempt existing state form filing requirements.

Section 1882 of the federal Social Security Act was amended in Subsection (d)(3)(A) to allow for
alternative disclosure statements. The disclosure statements already in Appendix C remain. Carriers
may use either disclosure statement with the requisite insurance product. However, carriers should
use either the original disclosure statements or the alternative disclosure statements and not use both
simultaneously.
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[Original disclosure statement for policies that provide benefits for expenses incurred for an accidental
injury only.]

ImPORTANT NoTICE TO PERSONS ON MEDICARE
THis Is Not MEDICARE SUPPLEMENT INSURANCE

This is not Medicare Supplement Insurance
This insurance provides limited benefits, if you meet the policy conditions, for hospital or medical expenses
that result from accidental injury. It does not pay your Medicare deductibles or coinsurance and is not a
substitute for Medicare Supplement insurance.
This insurance duplicates Medicare benefits when it pays:
* hospital or medical expenses up to the maximum stated in the policy

Medicare generally pays for most or all of these expenses.

Medicare pays extensive benefits for medically necessary services regardless of the reason you
need them. These include:

* hospitalization

* physician services

* [outpatient prescription drugs if you are enrolled in Medicare Part D]
» other approved items and services

Before You Buy This Insurance

\' Check the coverage in all health insurance policies you already have.

v For more information about Medicare and Medicare Supplement insurance, review the Guide to
Health Insurance for People with Medicare, available from the insurance company.

v For help in understanding your health insurance, contact your state insurance department or state
senior insurance counseling program.

175



RULEMAKING HEARINGS

[Original disclosure statement for policies that provide benefits for specified limited services.]

ImPoORTANT NoTiCE TO PERSONS ON MEDICARE
THis Is NoT MEDICARE SUPPLEMENT INSURANCE

This is not Medicare Supplement Insurance

This insurance provides limited benefits, if you meet the policy conditions, for expenses relating to the
specific services listed in the policy. It does not pay your Medicare deductibles or coinsurance and is not a
substitute for Medicare Supplement insurance.

This insurance duplicates Medicare benefits when:
« any of the services covered by the policy are also covered by Medicare

Medicare pays extensive benefits for medically necessary services regardless of the reason you
need them. These include:

* hospitalization

* physician services

* [outpatient prescription drugs if you are enrolled in Medicare Part D]
» other approved items and services

Before You Buy This Insurance |

V' Check the coverage in all health insurance policies you already have.

\' For more information about Medicare and Medicare Supplement insurance, review the Guide to Health
Insurance for People with Medicare, available from the insurance company.

\' For help in understanding your health insurance, contact your state insurance department or state senior
insurance counseling program.
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[Original disclosure statement for policies that reimburse expenses incurred for specified diseases
or other specified impairments. This includes expense-incurred cancer, specified disease and
other types of health insurance policies that limit reimbursement to named medical conditions.]

ImPoORTANT NoTicE TO PERSONS ON MEDICARE
THis Is NoT MEDICARE SUPPLEMENT INSURANCE

This is not Medicare Supplement Insurance

This insurance provides limited benefits, if you meet the policy conditions, for hospital or medical expenses
only when you are treated for one of the specific diseases or health conditions listed in the policy. It does not
pay your Medicare deductibles or coinsurance and is not a substitute for Medicare Supplement insurance.

This insurance duplicates Medicare benefits when it pays:
* hospital or medical expenses up to the maximum stated in the policy
Medicare generally pays for most or all of these expenses.

Medicare pays extensive benefits for medically necessary services regardless of the reason you
need them. These include:

* hospitalization

* physician services

* hospice

* [outpatient prescription drugs if you are enrolled in Medicare Part D]
» other approved items and services

Before You Buy This Insurance |

Check the coverage in all health insurance policies you already have.

\' For more information about Medicare and Medicare Supplement insurance, review the Guide to Health
Insurance for People with Medicare, available from the insurance company.

\' For help in understanding your health insurance, contact your state insurance department or state senior
insurance counseling program.
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[Original disclosure statement for policies that pay fixed dollar amounts for specified diseases or other
specified impairments. This includes cancer, specified disease, and other health insurance policies that pay
a scheduled benefit or specific payment based on diagnosis of the conditions named in the policy.]

ImPoORTANT NoTicE TO PERSONS ON MEDICARE
THis Is NoT MEDICARE SUPPLEMENT INSURANCE

This is not Medicare Supplement Insurance

This insurance pays a fixed amount, regardless of your expenses, if you meet the policy conditions, for one
of the specific diseases or health conditions named in the policy. It does not pay your Medicare deductibles
or coinsurance and is not a substitute for Medicare Supplement insurance.

This insurance duplicates Medicare benefits because Medicare generally pays for most of the
expenses for the diagnosis and treatment of the specific conditions or diagnoses named in the
policy.

Medicare pays extensive benefits for medically necessary services regardless of the reason you
need them. These include:

* hospitalization

* physician services

* hospice

* [outpatient prescription drugs if you are enrolled in Medicare Part D]
» other approved items and services

Before You Buy This Insurance

V' Check the coverage in all health insurance policies you already have.

\' For more information about Medicare and Medicare Supplement insurance, review the Guide to Health
Insurance for People with Medicare, available from the insurance company.

\' For help in understanding your health insurance, contact your state insurance department or state senior
insurance counseling program.
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[Original disclosure statement for indemnity policies and other policies that pay a fixed dollar amount per
day, excluding long-term care policies.]

ImPoORTANT NoTiCE TO PERSONS ON MEDICARE
THis Is NoT MEDICARE SUPPLEMENT INSURANCE

This is not Medicare Supplement Insurance

This insurance pays a fixed dollar amount, regardless of your expenses, for each day you meet the policy
conditions. It does not pay your Medicare deductibles or coinsurance and is not a substitute for Medicare
Supplement insurance.

This insurance duplicates Medicare benefits when:
. any expenses or services covered by the policy are also covered by Medicare
Medicare generally pays for most or all of these expenses.

Medicare pays extensive benefits for medically necessary services regardless of the reason you
need them. These include:

* hospitalization

* physician services

* [outpatient prescription drugs if you are enrolled in Medicare Part D]
* hospice

» other approved items and services

Before You Buy This Insurance

V' Check the coverage in all health insurance policies you already have.

v For more information about Medicare and Medicare Supplement insurance, review the Guide to Health
Insurance for People with Medicare, available from the insurance company.

\' For help in understanding your health insurance, contact your state insurance department or state senior
insurance counseling program.
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[Original disclosure statement for policies that provide benefits upon both an expense-incurred and fixed
indemnity basis.]

ImPoORTANT NoTiCE TO PERSONS ON MEDICARE
THis Is NoT MEDICARE SUPPLEMENT INSURANCE

This is not Medicare Supplement Insurance

This insurance pays limited reimbursement for expenses if you meet the conditions listed in the policy. It also
pays a fixed amount, regardless of your expenses, if you meet other policy conditions. It does not pay your
Medicare deductibles or coinsurance and is not a substitute for Medicare Supplement insurance.

This insurance duplicates Medicare benefits when:

* any expenses or services covered by the policy are also covered by Medicare; or
+ it pays the fixed dollar amount stated in the policy and Medicare covers the same event

Medicare generally pays for most or all of these expenses.

Medicare pays extensive benefits for medically necessary services regardless of the reason you
need them. These include:

* hospitalization

* physician services

* hospice care

* [outpatient prescription drugs if you are enrolled in Medicare Part D]
» other approved items & services

Before You Buy This Insurance

V' Check the coverage in all health insurance policies you already have.

\' For more information about Medicare and Medicare Supplement insurance, review the Guide to Health
Insurance for People with Medicare, available from the insurance company.

\' For help in understanding your health insurance, contact your state insurance department or state senior
insurance counseling program.
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[Original disclosure statement for other health insurance policies not specifically identified in the preceding
statements.]

ImPoORTANT NoTiCE TO PERSONS ON MEDICARE
THis Is NoT MEDICARE SUPPLEMENT INSURANCE

This is not Medicare Supplement Insurance

This insurance provides limited benefits if you meet the conditions listed in the policy. It does not pay your
Medicare deductibles or coinsurance and is not a substitute for Medicare Supplement insurance.

This insurance duplicates Medicare benefits when it pays:
* the benefits stated in the policy and coverage for the same event is provided by Medicare
Medicare generally pays for most or all of these expenses.

Medicare pays extensive benefits for medically necessary services regardless of the reason you
need them. These include:

* hospitalization

* physician services

* hospice

* [outpatient prescription drugs if you are enrolled in Medicare Part D]
» other approved items and services

Before You Buy This Insurance

V' Check the coverage in all health insurance policies you already have.

v For more information about Medicare and Medicare Supplement insurance, review the Guide to Health
Insurance for People with Medicare, available from the insurance company.

\' For help in understanding your health insurance, contact your state insurance department or state senior
insurance counseling program.
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[Alternative disclosure statement for policies that provide benefits for expenses incurred for an accidental
injury only.]

ImPoORTANT NoTiCE TO PERSONS ON MEDICARE
THis Is NoT MEDICARE SUPPLEMENT INSURANCE

Some health care services paid for by Medicare may also trigger the payment of benefits from this
policy.

This insurance provides limited benefits, if you meet the policy conditions, for hospital or medical expenses
that result from accidental injury. It does not pay your Medicare deductibles or coinsurance and is not a
substitute for Medicare Supplement insurance.

Medicare generally pays for most or all of these expenses.

Medicare pays extensive benefits for medically necessary services regardless of the reason you
need them. These include:

* hospitalization

* physician services

* [outpatient prescription drugs if you are enrolled in Medicare Part D]
» other approved items and services

This policy must pay benefits without regard to other health benefit coverage to which you may be
entitled under Medicare or other insurance.

Before You Buy This Insurance

V' Check the coverage in all health insurance policies you already have.

\' For more information about Medicare and Medicare Supplement insurance, review the Guide to Health
Insurance for People with Medicare, available from the insurance company.

\' For help in understanding your health insurance, contact your state insurance department or state senior
insurance counseling program.
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[Alternative disclosure statement for policies that provide benefits for specified limited services.]

ImPoORTANT NoTiCE TO PERSONS ON MEDICARE
THis Is NoT MEDICARE SUPPLEMENT INSURANCE

Some health care services paid for by Medicare may also trigger the payment of benefits under
this policy.

This insurance provides limited benefits, if you meet the policy conditions, for expenses relating to the
specific services listed in the policy. It does not pay your Medicare deductibles or coinsurance and is not a
substitute for Medicare Supplement insurance.

Medicare pays extensive benefits for medically necessary services regardless of the reason you
need them. These include:

* hospitalization

* physician services

* [outpatient prescription drugs if you are enrolled in Medicare Part D]
» other approved items and services

This policy must pay benefits without regard to other health benefit coverage to which you may be
entitled under Medicare or other insurance.

Before You Buy This Insurance

V' Check the coverage in all health insurance policies you already have.

\' For more information about Medicare and Medicare Supplement insurance, review the Guide to Health
Insurance for People with Medicare, available from the insurance company.

\' For help in understanding your health insurance, contact your state insurance department or state senior
insurance counseling program.
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[Alternative disclosure statement for policies that reimburse expenses incurred for specified diseases or
other specified impairments. This includes expense-incurred cancer, specified disease and other types of
health insurance policies that limit reimbursement to named medical conditions.]

ImPoORTANT NoTicE TO PERSONS ON MEDICARE
THis Is NoT MEDICARE SUPPLEMENT INSURANCE

Some health care services paid for by Medicare may also trigger the payment of benefits from this
policy. Medicare generally pays for most or all of these expenses.

This insurance provides limited benefits, if you meet the policy conditions, for hospital or medical expenses
only when you are treated for one of the specific diseases or health conditions listed in the policy. It does not
pay your Medicare deductibles or coinsurance and is not a substitute for Medicare Supplement insurance.

Medicare generally pays for most or all of these expenses.

Medicare pays extensive benefits for medically necessary services regardless of the reason you
need them. These include:

* hospitalization

* physician services

* hospice

* [outpatient prescription drugs if you are enrolled in Medicare Part D]
» other approved items and services

This policy must pay benefits without regard to other health benefit coverage to which you may be
entitled under Medicare or other insurance.

Before You Buy This Insurance

V' Check the coverage in all health insurance policies you already have.

v For more information about Medicare and Medicare Supplement insurance, review the Guide to Health
Insurance for People with Medicare, available from the insurance company.

\' For help in understanding your health insurance, contact your state insurance department or state senior
insurance counseling program.
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[Alternative disclosure statement for policies that pay fixed dollar amounts for specified diseases or other
specified impairments. This includes cancer, specified disease, and other health insurance policies that pay
a scheduled benefit or specific payment based on diagnosis of the conditions named in the policy.]

ImPORTANT NoTICE TO PERSONS ON MEDICARE
THis Is Not MEDICARE SUPPLEMENT INSURANCE

Some health care services paid for by Medicare may also trigger the payment of benefits from this
policy.

This insurance pays a fixed amount, regardless of your expenses, if you meet the policy conditions, for one
of the specific diseases or health conditions named in the policy. It does not pay your Medicare deductibles
or coinsurance and is not a substitute for Medicare Supplement insurance.

Medicare pays extensive benefits for medically necessary services regardless of the reason you
need them. These include:

* hospitalization

* physician services

* hospice

* [outpatient prescription drugs if you are enrolled in Medicare Part D]
» other approved items and services

This policy must pay benefits without regard to other health benefit coverage to which you may be
entitled under Medicare or other insurance.

Before You Buy This Insurance

V' Check the coverage in all health insurance policies you already have.

v For more information about Medicare and Medicare Supplement insurance, review the Guide to Health
Insurance for People with Medicare, available from the insurance company.

\' For help in understanding your health insurance, contact your state insurance department or state senior
insurance counseling program.
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[Alternative disclosure statement for indemnity policies and other policies that pay a fixed dollar amount per
day, excluding long-term care policies.]

ImPoORTANT NoTiCE TO PERSONS ON MEDICARE
THis Is NoT MEDICARE SUPPLEMENT INSURANCE

Some health care services paid for by Medicare may also trigger the payment of benefits from this
policy.

This insurance pays a fixed dollar amount, regardless of your expenses, for each day you meet the policy
conditions. It does not pay your Medicare deductibles or coinsurance and is not a substitute for Medicare
Supplement insurance.

Medicare generally pays for most or all of these expenses.

Medicare pays extensive benefits for medically necessary services regardless of the reason you
need them. These include:

* hospitalization

* physician services

* hospice

* [outpatient prescription drugs if you are enrolled in Medicare Part D]
» other approved items and services

This policy must pay benefits without regard to other health benefit coverage to which you may be
entitled under Medicare or other insurance.

Before You Buy This Insurance

V' Check the coverage in all health insurance policies you already have.

\' For more information about Medicare and Medicare Supplement insurance, review the Guide to Health
Insurance for People with Medicare, available from the insurance company.

\' For help in understanding your health insurance, contact your state insurance department or state senior
insurance counseling program.
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[Alternative disclosure statement for policies that provide benefits upon both an expense-incurred and fixed
indemnity basis.]

ImPORTANT NoTICE TO PERSONS ON MEDICARE
THis Is Not MEDICARE SUPPLEMENT INSURANCE

Some health care services paid for by Medicare may also trigger the payment of benefits from this
policy.

This insurance pays limited reimbursement for expenses if you meet the conditions listed in the policy. It also
pays a fixed amount, regardless of your expenses, if you meet other policy conditions. It does not pay your
Medicare deductibles or coinsurance and is not a substitute for Medicare Supplement insurance.

Medicare generally pays for most or all of these expenses.

Medicare pays extensive benefits for medically necessary services regardless of the reason you
need them. These include:

* hospitalization

* physician services

* hospice care

* [outpatient prescription drugs if you are enrolled in Medicare Part D]
» other approved items & services

This policy must pay benefits without regard to other health benefit coverage to which you may be
entitled under Medicare or other insurance.

Before You Buy This Insurance

\' Check the coverage in all health insurance policies you already have.

v For more information about Medicare and Medicare Supplement insurance, review the Guide to Health
Insurance for People with Medicare, available from the insurance company.

v For help in understanding your health insurance, contact your state insurance department or state senior
insurance counseling program.
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[Alternative disclosure statement for other health insurance policies not specifically identified in the preceding
statements.]

ImPoORTANT NoTiCE TO PERSONS ON MEDICARE
THis Is NoT MEDICARE SUPPLEMENT INSURANCE

Some health care services paid for by Medicare may also trigger the payment of benefits from this
policy.

This insurance provides limited benefits if you meet the conditions listed in the policy. It does not pay your
Medicare deductibles or coinsurance and is not a substitute for Medicare Supplement insurance.

Medicare generally pays for most or all of these expenses.

Medicare pays extensive benefits for medically necessary services regardless of the reason you
need them. These include:

* hospitalization

* physician services

* hospice

* [outpatient prescription drugs if you are enrolled in Medicare Part D]
» other approved items and services

This policy must pay benefits without regard to other health benefit coverage to which you may be
entitled under Medicare or other insurance.

Before You Buy This Insurance

V' Check the coverage in all health insurance policies you already have.

\' For more information about Medicare and Medicare Supplement insurance, review the Guide to Health
Insurance for People with Medicare, available from the insurance company.

\' For help in understanding your health insurance, contact your state insurance department or your state
senior insurance counseling program.
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APPENDIX D
STATEMENTS AND QUESTIONS TO BE INCLUDED IN APPLICTION FORMS
STATEMENTS
You do not need more than one Medicare supplement policy.

If you purchase this policy, you may want to evaluate your existing health coverage and decide if
you need multiple coverages.

You may be eligible for benefits under Medicaid and may not need a Medicare supplement policy.

If, after purchasing this policy, you become eligible for Medicaid, the benefits and premiums under
your Medicare supplement policy can be suspended, if requested, during your entitlement to benefits
under Medicaid for twenty-four (24) months. You must request this suspension within ninety (90)
days of becoming eligible for Medicaid. If you are no longer entitled to Medicaid, your suspended
Medicare supplement policy (or, if that is no longer available, a substantially equivalent policy) will
be reinstituted if requested within ninety (90) days of losing Medicaid eligibility. If the Medicare
supplement policy provided coverage for outpatient prescription drugs and you enrolled in Medicare
Part D while your policy was suspended, the reinstituted policy will not have outpatient prescription
drug coverage, but will otherwise be substantially equivalent to your coverage before the date of
the suspension.

If you are eligible for, and have enrolled in a Medicare supplement policy by reason of disability and you
later become covered by an employer or union-based group health plan, the benefits and premiums
under your Medicare supplement policy can be suspended, if requested, while you are covered under
the employer or union-based group health plan. If you suspend your Medicare supplement policy
under these circumstances, and later lose your employer or union-based group health plan, your
suspended Medicare supplement policy (or, if that is no longer available, a substantially equivalent
policy) will be reinstituted if requested within ninety (90) days of losing your employer or union-based
group health plan. If the Medicare supplement policy provided coverage for outpatient prescription
drugs and you enrolled in Medicare Part D while your policy was suspended, the reinstituted policy
will not have outpatient prescription drug coverage, but will otherwise be substantially equivalent to
your coverage before the date of the suspension.

Counseling services may be available in your state to provide advice concerning your purchase
of Medicare supplement insurance and concerning medical assistance through the state Medicaid
program, including benefits as a Qualified Medicare Beneficiary (QMB) and a Specified Low-Income
Medicare Beneficiary (SLMB).

QUESTIONS

If you lost or are losing other health insurance coverage and received a notice from your prior insurer saying
you were eligible for guaranteed issue of a Medicare supplement insurance policy, or that you had certain
rights to buy such a policy, you may be guaranteed acceptance in one or more of our Medicare supplement
plans. Please include a copy of the notice from your prior insurer with your application. PLEASE ANSWER
ALL QUESTIONS.

[Please mark Yes or No below with an “X”]
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To the best of your knowledge,

(1)

)

@)

(a) Did you turn age sixty-five (65) in the last six (6) months?

Yes ~ No__

(b) Did you enroll in Medicare Part B in the last six (6) months?
Yes ~ No__

(c) If yes, what is the effective date?

Are you covered for medical assistance through the state Medicaid program?

[NOTE TO APPLICANT: If you are participating in a “Spend-Down Program” and have not
met your “Share of Cost,” please answer NO to this question.]

Yes  No__

If yes,

(a) Will Medicaid pay your premiums for this Medicare supplement policy?
Yes No

(b) Do you receive any benefits from Medicaid OTHER THAN payments toward your
Medicare Part B premium?

Yes No
(a) If you had coverage from any Medicare plan other than original Medicare within the
past sixty-three (63) days (for example, a Medicare Advantage plan, or a Medicare
HMO or PPO), fill in your start and end dates below. If you are still covered under
this plan, leave “END” blank.

START_/_/ END _/_ [/

(b) If you are still covered under the Medicare plan, do you intend to replace your current
coverage with this new Medicare supplement policy?

Yes ~ No__

(c) Was this your first time in this type of Medicare plan?
Yes ~ No__

(d) Did you drop a Medicare supplement policy to enroll in the Medicare plan?
Yes No
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Do you have another Medicare supplement policy in force?

Yes No
(b) If so, with what company, and what plan do you have [optional for Direct
Mailers]?
(c) If so, do you intend to replace your current Medicare supplement policy with this
policy?
Yes No
(5) Have you had coverage under any other health insurance within the past sixty-three (63)

days? (For example, an employer, union, or individual plan)

(a)

(b)

Yes No

If so, with what company and what kind of policy?

What are your dates of coverage under the other policy?
START _/ / END _/ [/

(If you are still covered under the other policy, leave “END” blank.)
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APPENDIX E

NOTICE TO APPLICANT REGARDING REPLACEMENT
OF MEDICARE SUPPLEMENT INSURANCE
OR MEDICARE ADVANTAGE
[Insurance company’s name and address]

SAVE THIS NOTICE! IT MAY BE IMPORTANT TO YOU IN THE FUTURE.

According to [your application] [information you have furnished], you intend to terminate existing Medicare
supplement or Medicare Advantage insurance and replace it with a policy to be issued by [Company Name]
Insurance Company. Your new policy will provide thirty (30) days within which you may decide without cost
whether you desire to keep the policy.

You should review this new coverage carefully. Compare it with all accident and sickness coverage you
now have. If, after due consideration, you find that purchase of this Medicare supplement coverage is a
wise decision, you should terminate your present Medicare supplement or Medicare Advantage coverage.
You should evaluate the need for other accident and sickness coverage you have that may duplicate this

policy.

STATEMENT TO APPLICANT BY ISSUER, AGENT [BROKER OR OTHER REPRESENTATIVE]:

| have reviewed your current medical or health insurance coverage. To the best of my knowledge, this
Medicare supplement policy will not duplicate your existing Medicare supplement or, if applicable, Medicare
Advantage coverage because you intend to terminate your existing Medicare supplement coverage or leave

your Medicare Advantage plan. The replacement policy is being purchased for the following reason (check
one):

Additional benefits.

No change in benefits, but lower premiums.

Fewer benefits and lower premiums.

My plan has outpatient prescription drug coverage and | am enrolling in Part D.

Disenroliment from a Medicare Advantage plan. Please explain reason for disenroliment.
[optional only for Direct Mailers. ]

Other. (please specify)

1. Note: If the issuer of the Medicare supplement policy being applied for does not, or is otherwise
prohibited from imposing pre-existing condition limitations, please skip to statement 2 below. Health
conditions which you may presently have (preexisting conditions) may not be immediately or fully
covered under the new policy. This could result in denial or delay of a claim for benefits under the
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new policy, whereas a similar claim might have been payable under your present policy.

State law provides that your replacement policy or certificate may not contain new preexisting
conditions, waiting periods, elimination periods or probationary periods. The insurer will waive any
time periods applicable to preexisting conditions, waiting periods, elimination periods, or probationary
periods in the new policy (or coverage) for similar benefits to the extent such time was spent (depleted)
under the original policy.

If, you still wish to terminate your present policy and replace it with new coverage, be certain to
truthfully and completely answer all questions on the application concerning your medical and health
history. Failure to include all material medical information on an application may provide a basis for
the company to deny any future claims and to refund your premium as though your policy had never
been in force. After the application has been completed and before you sign it, review it carefully to
be certain that all information has been properly recorded. [If the policy or certificate is guaranteed
issue, this paragraph need not appear.]

Do not cancel your present policy until you have received your new policy and are sure that you want to

keep it.

(Signature of Agent, Broker or Other Representative)*

[Typed Name and Address of Issuer, Agent or Broker]

(Applicant’s Signature)

(Date)

*Signature not required for direct response sales.

The notice of rulemaking set out herein was properly filed in the Department of State on the 29th day of
July, 2005. (07-51)
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DEPARTMENT OF COMMERCE AND INSURANCE - 0780
DIVISION OF INSURANCE

There will be a hearing before the Commissioner of Commerce and Insurance to consider the promulgation
of rules pursuant to Tenn. Code Ann. § 56-7-2814. The hearing will be conducted in the manner prescribed
by the Uniform Administrative Procedures Act, Tenn. Code Ann. § 4-5-204 and will take place in Fifth Floor,
Conference Room A of the Davy Crockett Tower located at 500 James Robertson Parkway in Nashville,
Tennessee at 10:00 a.m. CST on the 15th day of September, 2005.

Any individuals with disabilities who wish to participate in these proceedings (to review these filings) should
contact the Department of Commerce and Insurance to discuss any auxiliary aids or services needed to fa-
cilitate such participation. Such initial contact may be made no less than ten (10) days prior to the scheduled
meeting date (the date the party intends to review such filings), to allow time for the Department to determine
how it may reasonably provide such aid or service. Initial contact may be made with Don Coleman, the
Department’s ADA Coordinator, at 500 James Robertson Parkway, Fifth Floor, Nashville, Tennessee 37243,
telephone (615) 741-0481.

For a copy of this notice of rulemaking hearing, contact: John F. Morris, Staff Attorney, Department of Com-
merce and Insurance, Davy Crockett Tower, Fifth Floor, 500 James Robertson Parkway, Nashville, Tennessee
37243, telephone (615) 741-2199.

SUBSTANCE OF PROPOSED RULES

CHAPTER 0780-1-88
TENNESSEE HEALTH INSURANCE PORTABILITY, AVAILABILITY AND RENEWABILITY REGULA-
TIONS

NEW RULES
TABLE OF CONTENTS

0780-1-88-.01 Purpose and Scope
0780-1-88-.02 Definitions
0780-1-88-.03 Producer Compensation
0780-1-88-.04 Penalties
0780-1-88-.05 Severability

0780-1-88-.01 PURPOSE AND SCOPE.

The purpose of this Chapter is to implement regulations necessary to ensure compliance with the
federal Health Insurance Portability and Accountability Act of 1996, Pub. L. No. 104-191, 110 Stat.
1936 (1996) (codified as amended in scattered sections in 42 U.S.C.), and to implement the minimum
standards established by such Act, as well as to implement regulations necessary to carry out the
proper administration of the Tennessee Health Insurance Portability, Availability and Renewability
Act, T.C.A.§§ 56-7-2801, et seq.

Authority: T.C.A. §§ 56-7-2801, et seq., and 56-7-2814, and Pub.L. 104-191, 110 Stat. 1936 (1996).
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0780-1-88-.02 DEFINITIONS

(1)

()

@)

(4)

®)

(6)

@)

“Compensation” means any consideration given or promised by a health insurance issuer
to its producers for the sale of contracts providing health insurance coverage, including but
not limited to commissions, bonuses, or other such rewards;

“Group health plan” means an employee welfare benefit plan, as defined in Section 3(1) of
the Employee Retirement Income Security Act of 1974, to the extent that the plan provides
medical care and including items and services paid for as medical care to employees or
their dependents, as defined under the terms of the plan, directly or through insurance,
reimbursement, or otherwise. A program under which creditable coverage is provided shall
be treated as a group health plan for the purposes of applying this Chapter;

“Health insurance coverage” means benefits consisting of medical care (provided directly,
through insurance or reimbursement, or otherwise and including items and services paid for
as medical care) under any policy, certificate, or agreement offered by a health insurance
issuer;

“Health insurance issuer” means an entity subject to the insurance laws of this state, or
subject to the jurisdiction of the commissioner, that contracts or offers to contract to provide
health insurance coverage, including but not limited to, an insurance company, a health
maintenance organization and a nonprofit hospital and medical service corporation. “Health
insurance issuer” does not mean a group health plan;

“HIPAA” means the federal Health Insurance Portability and Accountability Act of 1996,
Pub.L. 104-191, 110 Stat. 1936 (1996), and the Tennessee Health Insurance Portability,
Availability and Renewability Act, T.C.A.§§ 56-7-2801, et seq.;

“Individual market” means the market for health insurance coverage offered to individuals
other than in connection with a group health plan. This includes coverage offered in
connection with a group health plan that has fewer than two (2) participants as current
employees on the first day of the plan year;

“Producer” means a person required to be licensed pursuant to T.C.A. title 56, chapter 6,
part 1 to sell, solicit or negotiate insurance on behalf of a health insurance issuer in this
state.

Authority: T.C.A. §§ 56-7-2802 and 56-7-2814.

0780-1-88-.03 PRODUCER COMPENSATION.

The compensation paid by a health insurance issuer to its producers for a policy of insurance required
to be offered by health insurance issuers under HIPAA shall not be less than the compensation paid
to its producers for the health insurance issuer’s standard health insurance products.

Authority: T.C.A. §§ 56-7-2814, 56-8-104(6) and 56-8-113, Pub.L. 104-191, 110 Stat. 1936 (1996), 45
C.FR. §146.150(a), and 45 C.F.R. §148.120.
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0780-1-88-.04 PENALTIES.
In addition to any other law or penalty that may apply, violations of 0780-1-88-.03 shall be treated as
unfair discrimination and an unfair act or practice under T.C.A. § 56-8-104(6)(B), and shall subject
the health insurance issuer to the penalties set forth in T.C.A. § 56-8-109.

Authority: T.C.A. §§ 56-7-2814, 56-8-104(6) and 56-8-113.

0780-1-88-.05 SEVERABILITY.
If any provision of this Chapter or the application thereof to any person or circumstance is for any
reason held to be invalid, the remainder of the Chapter and the application of such provision to other
persons or circumstances shall not be affected thereby.

Authority: T.C.A. §§ 56-7-2814 and 56-8-113.

The notice of rulemaking set out herein was properly filed in the Department of State on the 27th day of
July, 2005. (07-27).
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DEPARTMENT OF ENVIRONMENT AND CONSERVATION - 0780
DIVISION OF UNDERGROUND STORAGE TANKS

The Tennessee Petroleum Underground Storage Tank Board will hold public hearings to receive comments
concerning amendments to the Rules of the Department of Environment and Conservation Division of
Underground Storage Tanks Chapter 1200-1-15 Underground Storage Tank program pursuant to T.C.A. §
68-215-113. These hearings will be conducted as prescribed by the Uniform Administrative Procedures Act
T.C.A. § 4-5-201 et. seq.

The first hearing will take place in the 17" Floor Conference Room at the L & C Tower, 401 Church Street,
Nashville, Tennessee at 1:00 P.M. CST on Monday, September 19, 2005.

The second hearing will take place in the Ayers Auditorium in the McWherter Center at Jackson State Com-
munity College, 2046 North Parkway (Highway 412), Jackson, Tennessee at 9:00 A.M.. CST on Friday,
September 23, 2005.

The third such hearing will take place in the Community Room at the Knox County Health Department, 140
Dameron Avenue, Knoxville 37917 at 9:00 A.M. EST on Tuesday, September 27, 2005.

Written comments will be considered if received by close of business, October 14, 2005, at the office of the
Technical Secretary, Tennessee Petroleum Underground Storage Tank Board, 4™ Floor, L & C Tower, 401
Church Street, Nashville, Tennessee 37243-1531.

Individuals with disabilities wishing to participate in these proceedings (or to review these filings) should
contact the Tennessee Department of Environment and Conservation to discuss any auxiliary aids or services
needed to facilitate such participation. Such contact may be in person, by writing, telephone, or other means
and should be made no less than ten days prior to the date of the hearing or the date such party intends
to review such filings, to allow time to provide such aid or service. Contact the Tennessee Department of
Environment and Conservation Kim McCrary, ADA Coordinator, 12th Floor, L & C Tower, 401 Church Street,
Nashville, Tennessee 37243-0437, 615-532-0211.

For complete copies of the text of the notice, please contact Donna Washburn, Tennessee Department of
Environment and Conservation, Division of Underground Storage Tanks, 4" Floor, L & C Tower, 401 Church
Street, Nashville, Tennessee 37243-1531, 615-532-0987. Copies may also be obtained at the Environmental
Assistance Centers for the Department of Environment and Conservation, which can be reached by calling
1-888-891-TDEC(8332). The notice an i on the web site for the
Division of Underground Storage Tanks, http://www.state.tn.us/environment/ust.

SUBSTANCE OF PROPOSED RULES

Paragraph (3) Definitions of rule 1200-1-15-.01 Program Scope and Minimum Requirements for Tanks
is amended by inserting the following definitions in alphabetical order and renumbering the definitions
accordingly:

“Containment sump” means a liquid-tight compartment that provides containment of any product
releases. Containment sumps are typically used underneath product dispensers and/or for enclosing
the submersible turbine pump and piping connections at the top of an underground storage tank.

“Continuous In-Tank Leak Detection System” means a release detection system that allows an

underground storage tank to operate continuously or nearly continuously without interruption for
release detection tests. However, the system may default to a standard or shut down test, requiring
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the tank to be taken briefly out of service at the end of the month if sufficient good data has not been

obtained over the month. These methods include Continuous Automatic Tank Gauging Systems
and Continual Reconciliation Systems.

“Dispenser” means a device that discharges petroleum products from underground storage tanks into
tanks in motorized vehicles, equipment tanks, or other containers, while simultaneously measuring
the amount of petroleum dispensed.

“Flexible piping” means piping constructed of flexible thermoplastic material that is typically installed
in one continuous run with no inaccessible joints.

“Secondary containment” means a system designed and installed so that any material that is
released from the primary containment is prevented from reaching the soil or groundwater outside
the system.

“Submersible Turbine Pump” or “STP” means pump located inside a petroleum underground storage
tank, positioned near the bottom of the tank, thereby “submerged” in the petroleum.

Paragraph (8) Scope of Fund Coverage of rule 1200-1-15-.09 is amended as follows:

Subparagraph (b) is amended by deleting “parts 1., 2., or 3.” And replacing it with “parts 1 through
6”.

Subparagraph (b) is further amended by the addition of Part 6 as set forth below:

6. If the date of the release was on or after July 1, 2005, the financial responsibility requirements
for fund eligible owners or operators or petroleum site owners for taking corrective action
shall be twenty thousand dollars ($20,000) and compensation of third parties shall be twenty
thousand dollars ($20,000).

Subparagraph (8)(b) is further amended by adding the following row to the bottom of Table 3, Owner/
Operator Financial Responsibility per Site per Occurrence:

On or After July 1, $20,000 Clean-up/ $20,000 Clean-up/ $20,000 Clean-up/
2005 $20,000 third party $20,000 third party  $20,000 third party

A new Subparagraph (d) is added as follows:

(d) If the date of the release is on or after September 1, 2005, the owner and/or operator may
apply for a reduction of the financial responsibility requirement for corrective action set forth
in part (b)6. of this paragraph. Application shall be made using a format established by the
division and in accordance with instructions provided by the division.

1. The tank owner and/or operator must demonstrate to the satisfaction of the division
that each UST system at the facility meets or exceeds the criteria for reduction of
the financial responsibility amount set forth in the table in this subparagraph. Such
demonstration may include, but not be limited to:

(i) Submittal of verifying documentation to the division; and/or
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(ii) On-site verification by the division.

2. For each criterion met there shall be an associated reduction in the financial
responsibility amount. However, the maximum percentage reduction in the financial
responsibility amount per occurrence shall not exceed fifty percent (50 %).

et
Double Wall Tank(s) 10 %
Secondary Containment Chase Piping Enclosing 10 %
Fiberglass Primary Piping or Flexible Plastic Piping with
Containment Sumps at Piping Joints
Containment Sumps at Submersible Turbine Pumps 10 %
Containment Sumps under Dispensers 10 %
Continuous In-Tank Leak Detection System 10 %

3. If a criterion is not applicable to one or more of the UST systems at the facility, then

the conditions of part 1 of this subparagraph shall have been met if every UST
systems at the facility for which the criterion is applicable meets that criterion. For
example, the criterion for a containment sump under a dispenser is not applicable
to a UST system used to store waste oil or used oil.

4, Upon confirmation by the division that a tank owner and/or operator has met one
or more of the criteria for reduction of the financial responsibility amount set forth
in the table in this subparagraph, the tank owner and/or operator will be sent
correspondence setting forth the new reduced financial responsibility amount.

The notice of rulemaking set out herein was properly filed in the Department of State on the 27th day of
July, 2005. (07-34)
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DEPARTMENT OF ENVIRONMENT AND CONSERVATION - 0400
DIVISION OF UNDERGROUND STORAGE TANKS

The Tennessee Petroleum Underground Storage Tank Board will hold public hearings to receive comments
concerning amendments to the Rules of the Department of Environment and Conservation Division of
Underground Storage Tanks Chapter 1200-1-15 Underground Storage Tank program pursuant to T.C.A. §
68-215-113. These hearings will be conducted as prescribed by the Uniform Administrative Procedures Act
T.C.A. § 4-5-201 et. seq.

The first hearing will take place in the 17" Floor Conference Room at the L & C Tower, 401 Church Street,
Nashville, Tennessee at 1:00 P.M. CST on Monday, September 19, 2005.

The second hearing will take place in the Ayers Auditorium in the McWherter Center at Jackson State Com-
munity College, 2046 North Parkway (Highway 412), Jackson, Tennessee at 9:00 A.M.. CST on Friday,
September 23, 2005.

The third such hearing will take place in the Community Room at the Knox County Health Department, 140
Dameron Avenue, Knoxville 37917 at 9:00 A.M. EST on Tuesday, September 27, 2005.

Written comments will be considered if received by close of business, October 14, 2005, at the office of the
Technical Secretary, Tennessee Petroleum Underground Storage Tank Board, 4™ Floor, L & C Tower, 401
Church Street, Nashville, Tennessee 37243-1531.

Individuals with disabilities wishing to participate in these proceedings (or to review these filings) should
contact the Tennessee Department of Environment and Conservation to discuss any auxiliary aids or services
needed to facilitate such participation. Such contact may be in person, by writing, telephone, or other means
and should be made no less than ten days prior to the date of the hearing or the date such party intends
to review such filings, to allow time to provide such aid or service. Contact the Tennessee Department of
Environment and Conservation Kim McCrary, ADA Coordinator, 12th Floor, L & C Tower, 401 Church Street,
Nashville, Tennessee 37243-0437, 615-532-0211.

For complete copies of the text of the notice, please contact Donna Washburn, Tennessee Department of
Environment and Conservation, Division of Underground Storage Tanks, 4" Floor, L & C Tower, 401 Church
Street, Nashville, Tennessee 37243-1531, 615-532-0987. Copies may also be obtained at the Environmental
Assistance Centers for the Department of Environment and Conservation, which can be reached by calling
1-888-891-TDEC(8332). The notice and copies of the proposed rules are posted on the web site for the
Division of Underground Storage Tanks, http://www.state.tn.us/environment/us.

200


http://www.state.tn.us/environment/ust

RULEMAKING HEARINGS

SUBSTANCE OF THE PROPOSED RULE

The Table of Contents for Chapter 1200-1-15 is being amended by deleting it in its entirety and replacing it
with the following:
TABLE OF CONTENTS

1200-1-15-.01 Program Scope, Definitions and Proprietary =~ 1200-1-15-.07 Out-of-Service UST Systems and Closure
Information 1200-1-15-.08 Financial Responsibility

1200-1-15-.02 UST System: Installation and Operation 1200-1-15-.09 Administrative Guidelines and Procedures

1200-1-15-.03 Notification, Reporting and Record Keeping for the Tennessee Petroleum Underground

1200-1-15-.04 Release Detection Storage Tank Fund

1200-1-15-.05 Release Reporting, Investigation, and Con 1200-1-15-.10 Fee Collection and Certificate Issuance
firmation 1200-1-15-.11 Appeals

1200-1-15-.06 Petroleum Release Response Remediation ~ 1200-1-15-.12 Indicia of Ownership

and Risk Management

Rule 1200-1-15-.01 Program Scope and Minimum Requirements for Tanks is amended by deleting it in its
entirety and replacing it with the following:

1200-1-15-.01 PROGRAM SCOPE, DEFINITIONS AND PROPRIETARY INFORMATION .
(1) Program Scope: General
(a) Purpose, Scope, and Applicability - This rule provides definitions of terms, general
standards and procedures, as well as overview information applicable to these
rules.

(b) Use of Number and Gender - As used in these rules:

1. Words in the masculine gender also include the feminine and neuter genders;
and

2. Words in the singular include the plural; and
3. Words in the plural include the singular.

(c) Rule Structure - These rules are organized, numbered, and referenced according
to the following outline form:

(1) paragraph
(a) subparagraph
1. part
(i) subpart
(0] item

. subitem
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A. section

(A) subsection

Program Scope: Applicability.

(@)

(b)

(c)

The requirements of this chapter apply to all owners and/or operators of an UST
system as defined in paragraph (4) of this rule except as otherwise provided in
subparagraph (b) and (c) of this paragraph. Any UST systems listed in subparagraph
(b) of this paragraph shall meet the requirements of paragraph (3) of this rule.

Deferrals. Rules 1200-1-15-.02 through 1200-1-15-.05 and 1200-1-15-.07 through
1200-1-15-.10 do not apply to any of the following types of UST systems:

1.

2.

Wastewater treatment tank systems;

Any UST systems containing radioactive material that are regulated under
the Atomic Energy Act of 1954 (42 USC 2011and following);

Any UST system that is part of an emergency generator system at nuclear
power generation facilities regulated by the Nuclear Regulatory Commission
under 10 CFR Part 50, Appendix A,

Airport hydrant fuel distribution systems; and

UST systems with field-constructed tanks.

Equipment or machinery that contains petroleum for operational purposes
such as hydraulic lift tanks and electrical equipment tanks.

Any UST system whose capacity is 110 gallons or less.
Any UST system that contains a de minimis concentration of petroleum.

Any emergency spill or overflow containment UST system that is expeditiously
emptied after use.

Deferrals. Release detection requirements in rule 1200-1-15-.04 do not apply to
any UST system that stores fuel solely for use by emergency power generators.

Interim prohibition for deferred UST systems.

(@)

No person may install an UST system for the purpose of storing petroleum unless
the UST system (whether of single or double-wall construction):

1.

Will prevent releases due to corrosion or structural failure for the operational
life of the UST system;

Is cathodically protected against corrosion, constructed of noncorrodible
material, steel clad with a noncorrodible material, or designed in a manner
to prevent the release or threatened release of any petroleum; and

Is constructed or lined with material that is compatible with the
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petroleum.

(b) Notwithstanding subparagraph (a) of this paragraph, an UST system without corrosion
protection may be installed at a site that is determined by a corrosion expert not to be
corrosive enough to cause it to have a release due to corrosion during its operating
life. Owners and operators shall maintain records that demonstrate compliance with
the requirements of this subparagraph for the remaining life of the tank.

(4) Definitions.

“Aboveground release” means any release to the surface of the land or to surface water. This includes,
but is not limited to, releases from the above-ground portion of an UST system and aboveground
releases associated with overfills and transfer operations as the petroleum moves to or from an
UST system.

“Access” means the ability and opportunity to gain knowledge of Proprietary Information in any
manner whatsoever.

“Accidental release” means any sudden or nonsudden release of petroleum from an underground
storage tank that results in a need for corrective action and/or compensation for bodily injury or
property damage neither expected nor intended by the tank owner or operator.

“Ancillary equipment” means any devices including, but not limited to, such devices as piping,
fittings, flanges, valves, and pumps used to distribute, meter, or control the flow of petroleum to and
from an UST.

“Authorized person” means any person, including members of the Board, authorized to receive
Proprietary Information. Except for members of the Board, such authorization shall be granted in
writing by the Commissioner.

“Bedrock” means any rock, solid and continuous, which is exposed at the surface of the earth or
overlain by unconsolidated material.

“Below ground release” means any release to the subsurface of the land or to ground water. This
includes, but is not limited to, releases from the belowground portions of an underground storage
tank system and belowground releases associated with overfills and transfer operations as the
petroleum moves to or from an underground storage tank.

“Beneath the surface of the ground” means beneath the ground surface or otherwise covered with
earthen materials.

“Board” means Tennessee Petroleum Underground Storage Tank Board established under T.C.A.
§68-215-101 et seq.

“Bodily injury” means those bodily injuries caused by a release of petroleum from an UST system
for which Tennessee law allows recovery.

“Borrower”, “debtor” or “obligor” is a person whose petroleum underground storage tank or UST
system is encumbered by a security interest. These terms are used interchangeably.

“Cathodic protection” is a technique to prevent corrosion of a metal surface by making that surface
the cathode of an electrochemical cell. For example, a tank system can be cathodically protected
through the application of either galvanic anodes or impressed current.
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“Cathodic protection tester” means a person who can demonstrate an understanding of the principles
and measurements of all common types of cathodic protection systems as applied to buried or
submerged metal piping and tank systems. At a minimum, such persons shall have education and
experience in soil resistivity, stray current, structure-to-soil potential, and component electrical
isolation measurements of buried metal piping and tank systems.

“Caused” in the context of third party claims means that degree of causation required by Tennessee
law to allow recovery for damages caused by a release of petroleum from an UST system.

“CERCLA” means the Comprehensive Environmental Response, Compensation, and Liability Act
of 1980, as amended.

“Chemicals of concern” means those chemicals that have been designated as such by the Division
in a chemicals of concern list. The chemicals of concern shall be chemicals that are constituents
of or result from the degradation of petroleum product(s) and/or additives released from regulated
petroleum underground storage tanks. The list will include those chemicals with the highest risk to
human health and/or the environment. The chemicals of concern for diesel fuel will be different from
the chemicals of concern for gasoline.

“Commissioner” means Commissioner of Environment and Conservation, his authorized
representatives, or in the event of his absence or a vacancy in the Commissioner’s Office, the
Deputy Commissioner.

“Compartmentalized tank” means an underground storage tank that consists of two or more tank
compartments, which are separated from each other by a wall or bulkhead.

“Compatible” means the ability of two or more substances to maintain their respective physical
and chemical properties upon contact with one another for the design life of the tank system under
conditions likely to be encountered in the UST.

“Connected piping” means all underground piping including valves, elbows, joints, flanges, and
flexible connectors attached to a tank system through which petroleum flows. For the purpose of
determining how much piping is connected to any individual UST system, the piping that joins two
UST systems should be allocated equally between them.

“Consumption” with respect to heating oil means consumed on the premises where stored.

“Containment sump” means a liquid-tight compartment that provides containment of any product
releases. Containment sumps are typically used underneath product dispensers and/or for
enclosing the submersible turbine pump and piping connections at the top of an underground
storage tank.

“Continuous In-Tank Leak Detection System” means a release detection system that allows an
underground storage tank to operate continuously or nearly continuously without interruption for
release detection tests. However, the system may default to a standard or shut down test, requiring
the tank to be taken briefly out of service at the end of the month if sufficient good data has not been
obtained over the month. These methods include Continuous Automatic Tank Gauging Systems
and Continual Reconciliation Systems.

“Controlling interest” means direct ownership of at least 50 percent of the voting stock of another
entity.
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“Corrective Action” means any activity, including but not limited to evaluation, planning, design,
engineering, construction, and ancillary service, which is carried out in response to any discharge,
or release of petroleum.

“Corrective Action Contractor” means a person who is carrying out any corrective action, including
a person retained or hired by such person to provide services relating to a corrective action.

“Corrosion expert” means a person who, by reason of thorough knowledge of the physical sciences
and the principles of engineering and mathematics acquired by a professional education and
related practical experience, is qualified to engage in the practice of corrosion control on buried or
submerged metal piping systems and metal tanks. Such a person shall submit documentation for
review by the division that they have accreditation or certification as a corrosion specialist or senior
corrosion technologist by the National Association of Corrosion Engineers or have education and a
minimum of 4 years responsible charge work experience in the corrosion field. If it is determined by
the division that a person has sufficient experience and education to be qualified to take responsible
charge in corrosion control of buried or submerged metal piping systems and metal tanks, then that
person shall be classified by the division as a Corrosion Expert for the purposes of this rule.

“Damages” in the context of third party claims means the value or cost of bodily injury or property
damage caused by the release of petroleum from an UST system as determined by using methods
allowed under Tennessee law.

“Date of release” means the earliest date that proof of a release exists. This will be the date a
release is reported to or discovered by the division unless an earlier date is determined during the
investigation of the release.

“De Minimis” means very low concentrations of petroleum.

“Department” means the Tennessee Department of Environment and Conservation.

“Dielectric material” means a material that does not conduct direct electrical current. Dielectric
coatings are used to electrically isolate UST systems from the surrounding soils. Dielectric bushings
are used to electrically isolate portions of the UST system (e.g., tank from piping).

“Director” means the Director of the division.

“Dispenser” means a device that discharges petroleum products from underground storage tanks into
tanks in motorized vehicles, equipment tanks, or other containers, while simultaneously measuring

the amount of petroleum dispensed.

“Division” means the division designated by the Commissioner of the Department of Environment and
Conservation as the agency to implement the Underground Storage Tank Program in Tennessee.

“Document” means any recorded information regardless of its physical form or characteristics,
including, but not limited to, written or printed material; processing cards and tapes; maps; charts;
paintings; drawings; engravings; sketches; working papers and notes; reproductions of such
things by any means or process; and sound, voice, or electronic recordings in any form.

“Document Control Number” means the unique number assigned by the document control officer
to any document containing Proprietary Information.

205



RULEMAKING HEARINGS

“Document Control Officer” means the individual authorized by the Commissioner in writing to
be responsible for all incoming and outgoing documents identified as containing Proprietary
Information.

“Drinking water supply” means any aquifer or water source whose chemical characteristics meet
the primary and secondary drinking water standards as defined under rule 1200-5-1 and provides a
yield of at least one-half gallon per minute. This shall also include any water supply used for drinking
by the citizens of the state.

“Electrical equipment” means underground equipment that contains dielectric fluid that is necessary
for the operation of equipment such as transformers and buried electrical cable.

“Eligible owner” means an owner or operator that is in “*Substantial Compliance”.

“Engineering control” means a modification to a site to reduce or eliminate the potential for migration
of, and exposure to, chemicals of concern. An engineering control can be used to eliminate a pathway
to reduce future risk. Engineering controls may include, but are not limited to: physical or hydraulic
control measures, caps, liners, point-of-use treatments, slurry walls or vapor barriers.

“Excavation zone” means the volume containing the tank system and backfill material bounded by
the ground surface, walls, and floor of the pit and trenches into which the UST system is placed at
the time of installation.

“Exposure pathway” means the course a chemical(s) of concern takes from a source area(s) to a
receptor. Each exposure pathway includes a source area(s), a point of exposure, and an exposure
route, and usually a transport/exposure medium or media.

“Farm tank” is a tank located on a tract of land devoted to the production of crops or raising animals,
including fish, and associated residences and improvements. A farm tank shall be located on the
farm property. “"Farm” includes fish hatcheries, rangeland and nurseries with growing operations.

“Flexible piping” means piping constructed of flexible thermoplastic material that is typically installed
in one continuous run with no inaccessible joints.

“Flow-through process tank” means a tank whose principle use is not for storage but is primarily
used in the manufacture of a product or in a treatment process. Flow-through process tanks form
an integral part of a production process through which there is a steady, variable, recurring, or
intermittent flow of materials during the operation of the process. Flow-through process tanks do not
include tanks used for the storage of materials prior to their introduction into the production process
or for the storage of finished products or by-products from the production process.

“Foreclosure” or “foreclosure and its equivalent” means purchase at a foreclosure sale, acquisition or
assignment of title in lieu of foreclosure, termination of a lease or other repossession, acquisition of
right to title or possession, an agreement in satisfaction of the obligation, or any other formal or informal
manner (whether pursuant to law under warranties, covenants, conditions, representations or promise
from the borrower) by which the holder acquires title to or possession of secured property.

“Free product” refers to petroleum that is present as a nonaqueous phase liquid (that is, liquid not
dissolved in water.)

“Fund” means petroleum underground storage tank fund established under T.C.A. §68-215-101 et
seq. unless the context clearly indicates otherwise.
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“Gathering lines” means any pipeline, equipment, facility, or building used in the transportation of
oil or gas during oil or gas production or gathering operations.

“Ground water” means water below the land surface in a zone of saturation.

“Guidance” means written guidelines and/or guidance documents provided by the Division. Such
guidance is not mandatory, but provides information and instruction for achieving regulatory
compliance. Other approaches to achieving regulatory compliance may be used in lieu of guidance
provided by the Division, if those other approaches are proposed, in writing, by tank owners and/or
operators for review and approval by the Division prior to implementation.

“Heating oil” means petroleum thatis No. 1, No. 2, No. 4-light, No. 4-heavy, No. 5-light, No. 5-heavy,
and No. 6 technical grades of fuel oil; other residual fuel oils (including Navy Special Fuel Oil and
Bunker C); and other fuels when used as substitutes for one of these fuel oils. Heating oil is typically
used in the operation of heating equipment, boilers, or furnaces.

“Holder” is a person who maintains indicia of ownership primarily to protect a security interest in a
petroleum underground storage tank or UST system. A holder includes the initial holder or purchaser
(such as a loan originator), any subsequent holder (such as a successor-in-interest or subsequent
purchaser of the security interest on the secondary market), any subsequent assignee, transferee or
purchaser from a holder, guarantor of an obligation, surety or any other person who holds ownership
who acts on behalf of or for the benefit of a holder.

“Hydraulic lift tank” means a tank holding hydraulic fluid for a closed-loop mechanical system that
uses compressed air or hydraulic fluid to operate lifts, elevators, and/or other similar devices.

“Impacted drinking water” means a water supply that contains chemicals of concern at levels that do
or potentially may place human health at risk and that is being used for human consumption, and/or
other human domestic use including, but not limited, to bathing, cooking, and dishwashing.

“Indicia of ownership” means evidence of a security interest, evidence of an interest in a security
interest or evidence of an interest in real or personal property securing a loan or other obligations,
including any legal or equitable title to real or personal property acquired incident to foreclosure and
its equivalents. Evidence of such interests includes, but is not limited to, mortgages, deeds of trust,
liens, surety bonds and guarantees of obligations, title held pursuant to a lease financing transaction
in which the lessor does not select initially the leased property (herein “lease financing transaction”),
and legal or equitable title obtained pursuant to foreclosure, and its equivalents. Evidence of such
interests also includes assignments, pledges or other rights to or other forms of encumbrances
against property that are held primarily to protect a security interest. A person is not required to hold
title or a security interest in order to maintain indicia of ownership.

“Information” means knowledge which can be communicated by any means.
“Installation” is the process of constructing a UST system for operation.

“Institutional control” means a legal means of limiting exposure to chemicals of concern at a petroleum
site with a confirmed release of petroleum.

“Instruction” in the context of proprietary information means fully informing individuals in writing of

their responsibilities for safeguarding Proprietary Information and the security procedures they shall
follow.
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“Legal defense cost” is any expense that an owner or operator or provider of financial assurance
incurs in defending against claims or actions brought (1) by EPA or the Commissioner to require
corrective action or to recover the costs of corrective action; (2) by or on behalf of a third party for
bodily injury or property damage caused by an accidental release; or (3) by any person to enforce
the terms of a financial assurance mechanism.

“Liquid trap” means sumps, well cellars, and other traps used in association with oil and gas
production, gathering, and extraction operations (including gas production plants), for the purpose of
collecting oil, water, and other liquids. These liquid traps may temporarily collect liquids for subsequent
disposition or reinjection into a production or pipeline stream, or may collect and separate liquids
from a gas stream.

“Maintenance” means the normal operational upkeep to prevent an underground storage tank
system from releasing petroleum.

“Motor fuel” means petroleum or a petroleum-based substance that is motor gasoline, aviation
gasoline, No. 1 or No. 2 diesel fuel, or any grade of gasohol, and is typically used in the operation
of a motor engine.

“Month” means from the first day to the last day of the calendar month.

“Monthly” means at least once during a calendar month.

“Monitoring well” means a hole drilled into the earth, by boring or otherwise, constructed for the primary
purpose of obtaining information on the elevation or physical, chemical, radiological or biological
characteristics of the ground water and/or for the recovery of ground water for treatment.

“Noncommercial purposes”, with respect to motor fuel, means not for resale.

“Occurrence” means the discovery of environmental contamination at a specific time and date, due
to the release of petroleum from petroleum underground storage tanks.

“On the premises where stored” with respect to heating oil means UST systems located on the same
property where the stored heating oil is used.

“Operation” means the use, storage, filling or dispensing of petroleum contained in a petroleum
underground storage tank or an underground storage tank (UST) system.

“Operational life” refers to the period beginning when installation of the tank system has commenced
until the time the tank system is properly closed under rule 1200-1-15-.07.

“Operator” means any person in control of, or having responsibility for, the daily operation of the
UST system.

“Overfill release” is a release that occurs when a tank is filled beyond its capacity, resulting in a
discharge of the petroleum to the environment.

“‘Owner” means:
(a) in the case of an UST system in use on November 8, 1984, or brought into use after

that date, any person who owns an UST system used for storage, use, or dispensing
of petroleum; and
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(b) in the case of any UST system in use before November 8, 1984, but no longer
in use on that date, any person who owned such UST immediately before the
discontinuation of its use.

“Owner or operator,” in the context of financial responsibility, when the owner or operator are separate
parties, refers to the party that is obtaining or has obtained financial assurances.

“Person” means any and all persons, including individuals, firms, partnerships, associations, public
or private institutions, state and federal agencies, municipalities or political subdivisions, or officers
thereof, departments, agencies or instrumentalities, or public or private corporations or officers
thereof, organized or existing under the laws of this state or any other state or country.

“Petroleum” means crude oil or any fraction thereof that is liquid at standard temperature and pressure
(60 degrees Fahrenheit and 14.7 pounds per square inch absolute). The term petroleum includes
but is not limited to petroleum and petroleum based substances comprised of a complex blend of
hydrocarbons derived from crude oil through processes of separation, conversion, upgrading, and
finishing, such as motor fuels, jet fuels, distillate fuel oils, residual fuel oils, lubricants, petroleum
solvents, and used oils.

“Petroleum marketing facilities” include all facilities at which petroleum is produced or refined and all
facilities from which petroleum is sold or transferred to other petroleum marketers or to the public.

“Petroleum marketing firms” are all firms owning petroleum marketing facilities. Firms owning other
types of facilities with USTs as well as petroleum marketing facilities are considered to be petroleum
marketing firms.

“Petroleum UST system” means an underground storage tank system that contains petroleum or a
mixture of petroleum with de minimis quantities of other hazardous substances. Such systems include
those containing motor fuels, jet fuels, distillate fuel oils, residual fuel oils, lubricants, petroleum
solvents, and used oils.

“Pipe” or “Piping” means a hollow cylinder or tubular conduit that is constructed of non-earthen
materials.

“Pipeline facilities (including gathering lines)” are new and existing pipe rights-of-way and any
associated equipment, facilities, or buildings.

“Primarily to protect a security interest” means that the holder’s indicia of ownership are held primarily
for the purpose of securing payment or performance of an obligation, but does not include indicia of
ownership held primarily for investment purposes, nor ownership indicia held primarily for purposes
other than as a protection of a security interest. A holder may have other, secondary reasons for
maintaining indicia of ownership, but the primary reason why ownership indicia are held shall be for
protection of a security interest.

“Property damage” means those type damages to property caused by the release of petroleum from
an UST system for which Tennessee law allows recovery.

“Proprietary Information” means any confidential information that relates to a trade secret, product,
apparatus, process, operation, style of work, or financial information which is owned (not necessarily
exclusively) by or licensed to a person and claimed by that person to be proprietary and confidential;
provided that the claim is accompanied by a written statement from such person relating the reasons
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why such information should be held confidential. Such information may be submitted to the division
by the owner/licensee of the trade secret, product, etc.; or by another governmental agency which
has obtained the information. If submitted by the owner/licensee, the written statement accompanying
the information claimed proprietary shall, at a minimum, answer the questions in parts 1 through 4
of this definition. If submitted by another governmental agency, the written statement need include
only the accompanying statements/reasons obtained by that agency.

1. Will disclosure of the information be likely to substantially harm your competitive
position? If so, what would the harm be, and why should it be viewed as substantial?
What is the relationship between the disclosure and the harm?

2. What measures have you taken to guard against undesired disclosure of the
information to others?

3. To what extent has the information been disclosed to others, and what precautions
have you taken in connection with that disclosure?

4, Has the U.S. Environmental Protection Agency or any other Federal or State of
Tennessee agency made a pertinent confidentiality determination? (If so, please
include a copy of this determination, if available.)

“Provider of financial assurance” means an entity that provides financial assurance to an owner
or operator of an underground storage tank through a mechanism or mechanisms allowed by rule
1200-1-15-.08(3), including a guarantor, insurer, risk retention group, surety, issuer of a letter of
credit, or the state of Tennessee.

“Reasonable cost” means that monetary amount or range, as determined by the division, to be
commensurate with a corrective action. The division’s determination is based on an evaluation of
typical costs expected for the particular corrective action under review considering the scope and
complexity of the activities involved and/or hourly rates which are competitive among approved
corrective action contractors.

“Receptor” means a person, structure, surface water body, or drinking water supply that receives or
may potentially receive exposure to a chemical of concern as the result of a petroleum release.

“‘Release” means any spilling, overfilling, leaking, emitting, discharging, escaping, leaching or
disposing of a petroleum substance from an UST including its associated piping, into groundwater,
surface water, or subsurface soils.

“Release detection” means determining whether a release of petroleum has occurred from the UST
system into the environment or into the interstitial space between the UST system and its secondary
barrier immediately around or beneath it.

“Repair” means to restore a tank or UST system component that has caused a release of petroleum
from the UST system.

“Residential tank” is a tank located on property used primarily for dwelling purposes.

“‘Risk Based Cleanup Level” means the concentration of a chemical(s) of concern in soils or
groundwater in the source area(s) that will assure an acceptable risk at the point of exposure, based
upon conservative non-site-specific assumptions and default parameters.

“Routinely contains petroleum” means those parts of the UST system designed to store, transport
or dispense petroleum.
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“SARA” means the Superfund Amendments and Reauthorization Act of 1986.

“Secondary containment” means a system designed and installed so that any material that is
released from the primary containment is prevented from reaching the soil or groundwater outside
the system.

“Security interest” means an interest in a petroleum underground storage tank or UST system or
petroleum site which is created or established for the purpose of securing a loan or other obligation.
Security interests include, but are not limited to, mortgages, deeds of trust, liens and title pursuant
to lease financing transaction. Security interests may also arise from transactions such as sale and
leasebacks, conditional sales, installment sales, trust receipt transactions, certain assignments,
factoring agreements, accounts receivable financing arrangements, inventory and/or other personal
property financing arrangements and consignments, if the transaction creates or establishes an
interest in a petroleum underground storage tank or UST system or petroleum site for the purpose
of securing a loan or other obligation.

“Septic tank” is a watertight covered receptacle designed to receive or process, through liquid
separation or biological digestion, the sewage discharged from a building sewer. The effluent from
such receptacle is distributed for disposal through the soil and settled solids and scum from the tank
are pumped out periodically and hauled to a treatment facility.

“Site Specific Cleanup Level” means the concentration of a chemical(s) of concern in soils or
groundwater in the source area(s) that will assure an acceptable risk at the point of exposure, based
upon site specific conditions.

“Source” means the source of contamination. Sources may include, but are not limited to, a
leaking tank, a leaking underground storage tank system, a spill, an overfill, free product or residual
contaminated soil or ground water.

“Storm-water or wastewater collection system” means piping, pumps, conduits, and any other
equipment necessary to collect and transport the flow of surface water run-off resulting from
precipitation, or domestic, commercial, or industrial wastewater to and from retention areas or any
areas where treatment is designated to occur. The collection of storm water and wastewater does
not include treatment except where incidental to conveyance.

“Surface impoundment” is a natural topographic depression, man-made excavation, or diked area
formed primarily of earthen materials (although it may be lined with man-made materials) that is
not an injection well.

“Submersible Turbine Pump” or “STP” means pump located inside a petroleum underground storage
tank, positioned near the bottom of the tank, thereby “submerged” in the petroleum.

“Tank” is a stationary device designed to contain an accumulation of petroleum and constructed of
non-earthen materials (e.g., wood, concrete, steel, fiberglass) that provide structural support.

“Tank compartment” means a portion of a UST that is separated from other portions of that UST
by one or more walls, or bulkheads, creating two (2) or more individual storage spaces within the
UST.

“Secondary containment” means a system designed and installed so that any material that is

released from the primary containment is prevented from reaching the soil or groundwater outside
the system.
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“Third Party” means any person except: the owner or operator of an UST system from which a
release of petroleum occurred; the owner of the petroleum site; any person in his or her capacity
as an agent, servant or employee of such owner or operator or petroleum site owner; the division;
the Department; or the Environmental Protection Agency.

“Third Party Claim” means any civil action brought or asserted by third party against any owner or
operator for damages resulting in bodily injury or property damages which are caused by a release
of petroleum from an UST system.

“Underground area” means an underground room, such as a basement, cellar, shaft or vault,
providing enough space for physical inspection of the exterior of the tank situated on or above the
surface of the floor.

“Underground release” means any below ground release.

“Underground storage tank” or “UST” means any one or combination of tanks (including underground
pipes connected thereto) that is used to contain an accumulation of petroleum, and the volume of
which (including the volume of underground pipes connected thereto) is ten percent (10%) or more
beneath the surface of the ground. This term does not include any:

1. Farm or residential tank of 1,100 gallons or less capacity used for storing motor fuel for
non-commercial purposes;

2. Tank used for storing heating oil for consumption on the premises where stored;

3. Septic tank;

4 Pipeline facility (including gathering lines) regulated under:

(i) The Natural Gas Pipeline Safety Act of 1968 (49 U.S.C. App. 1671, et seq.), or

(ii) The Hazardous Liquid Pipeline Safety Act of 1979 (49 U.S.C. App. 2001, et
seq.),or

(iii) Which is an intrastate pipeline facility regulated under state laws comparable to the
provisions of the law referred to in subparts 4 (i) or (ii) of this definition;

Surface impoundment, pit, pond, or lagoon;

Storm-water or wastewater collection system;

Flow-through process tank;

Liquid trap or associated gathering lines directly related to oil or gas production and gathering

operations;

9. Storage tank situated in an underground area (such as a basement, cellar, mineworking,
drift, shaft, or tunnel) if the storage tank is situated upon or above the surface of the floor.

®© N oo

The term “underground storage tank” or “UST” does not include any pipes connected to any
tank which is described in 1 through 9 of this definition.

“Upgrade” means the addition or retrofit of some systems such as cathodic protection, lining, or
spill and overfill controls to improve the ability of an underground storage tank system to prevent
the release of petroleum.

“UST system” or “Tank system” means an underground storage tank, connected underground piping,
underground ancillary equipment, and containment system, if any.

“Wastewater treatment tank” means a tank that is designed to receive and treat an influent wastewater
through physical, chemical, or biological methods.

“Waters” means any and all water, public or private, on or beneath the surface of the ground, which
are contained within, flow through or border upon Tennessee or any portion thereof except those

212



RULEMAKING HEARINGS

bodies of water confined to, and retained within, the limits of private property in single ownership
which do not combine or effect a junction with natural surface or underground waters.

“Week” means any seven day period, provided that days run consecutively.

“Weekly”, in the context of manual tank gauging, means once per week, resulting in a minimum of
four weekly tests per month.

(5) Proprietary Information
(a) General
1. Purpose, Scope and Applicability. Any information which is supplied to

the division as required or necessitated by the Tennessee Petroleum
Underground Storage Tank Act or the regulations promulgated pursuant
thereto or which is supplied by other governmental agencies and which is
designated proprietary information (as defined in paragraph (4) of this rule)
shall be handled by the division as specified in this paragraph to assure
that its confidentiality is maintained. Unless it is claimed or designated as
proprietary at the time it is first delivered to the division together with the
supporting information required by paragraph (4) of this rule, any claim
that it is proprietary is waived and any information supplied to the division
under or relating to these rules shall be available for public review at any
time during the State’s normal business hours, subject to availability and
scheduling limitations set by the division, without further notice to any person
supplying the information or having an interest in the information.

Policy. Division employees are prohibited from disclosing, in any manner
and to any extent not authorized by law or regulations, any Proprietary
Information coming to them in the course of their employment or official
duties. Proprietary Information is to be held in confidence, protected in
accordance with the procedures described in this paragraph, and released
to authorized persons.

(b) Responsibilities

1.

Commissioner. The Commissioner is responsible for:

(i) Designating a document control officer;

(ii) Assuring that all division employees receiving and handling
Proprietary Information receive instruction as to their responsibility

for controlling Proprietary Information;

(iii) Maintaining a record which lists all employees who have authorized
access to Proprietary Information;

(iv) Obtaining a “Confidentiality Agreement” from all employees having
access to Proprietary Information;

(v) Obtaining a “Confidentiality Agreement upon Transfer or Termination”
from all employees having access to Proprietary Information in
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the event such employees decide to terminate employment or are
transferred to a position not requiring such access;

Assuring that the appropriate requirements for storage and use are
met, including control of access to keys and combination;

Taking appropriate disciplinary action concerning any division
employees who fail to comply with the requirements of this
paragraph; and

Notifying the person submitting Proprietary Information which has
been disclosed in violation of the requirements of this paragraph
of such occurrence.

Document Control Officer. The Document Control Officer is responsible
for the maintenance, control and distribution of all Proprietary Information
received by the division as follows:

(i)

(i)

(iii)

(iv)

(v)

(vi)

(vii)

(viii)

Logging of all Proprietary Information as received by the division,
both incoming and outgoing;

Assigning a document control number to each document received
containing Proprietary Information;

Maintaining a system which identifies employees authorized to
receive Proprietary Information;

Releasing Proprietary Information only to persons from whom
the confidentiality agreements of subparts 1(iv) and (v) of this
subparagraph have been obtained;

Maintaining a system to insure that any Proprietary Information
transmitted to field locations is received;

Maintaining at division offices a system for retrieval of documents
that are furnished to other program offices;

Authorizing and supervising the reproduction and destruction of
Proprietary Information; and

Assuring that recipients of Proprietary Information have proper
storage capability prior to release of such documents, or, if they
do not, requiring return of the released Proprietary Information the
same day.

Employees. Employees are responsible for:

(i)
(ii)
(iii)

Controlling all Proprietary Information intrusted to them;
Only discussing Proprietary Information with authorized persons;

Never leaving the Proprietary Information unattended when not
properly stored;
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(iv) Never discussing the Proprietary Information over the telephone
except upon approval of the document control officer should the
Proprietary Information be needed in an emergency situation;

(v) Storing the Proprietary Information as specified in part (c)5 of this
paragraph when not in use and at the close of business;

(vi) Not reproducing Proprietary Information documents. Additional
copies shall be obtained through the document control officer;
and

(vii) Reporting immediately possible violations of these regulations to
the Commissioner.

Procedures
1. Receipt and Handling. The document control officer shall:

(i) Receive all information claimed as proprietary and confidential
which is submitted to the division;

(ii) Log in all Proprietary Information received by the division;

(iii) Assign a document control number to all Proprietary Information;

(iv) Attach a Proprietary Information cover sheet to the document;

(v) Release Proprietary Information only to authorized persons; and

(vi) Review the claim and, using the written statement accompanying
the information claimed proprietary, the answers to the questions
in the definition of Proprietary Information in paragraph 4 of this
rule and other information as may be required, determine whether
to approve or deny it, in part or in whole.

2. Transmission

(i) Proprietary Information shall be transmitted in a double envelope by
Registered Mail, Return Receipt Requested. The inner envelope
shall reflect the address of the recipient with the following wording
on the front side of the inner envelope:

“Confidential Business — To Be Opened By Document Control
Officer Only.”

The outer envelope shall reflect the normal address without the
additional wording.

(ii) All requests to the document control officer for Proprietary Information
shall be in writing and signed by the requesting employee.

(iii) Proprietary Information may be hand carried to other division facilities

by authorized persons providing the dispatching document control
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officer maintains a record and obtains a receipt from the receiving
document control officer. Information being hand carried shall be
packaged as described in subpart (i) of this part.

(iv) Proprietary Information within a division office shall be hand
delivered only by an authorized person. At no time shall Proprietary
Information be transmitted through inner office mailing channels.

3. Reproduction. Proprietary Information shall not be reproduced except upon
approval by and under the supervision of the document control officer. Any
reproduction shall be limited by a document control system and be subject
to the same control requirements as for the original.

4, Destruction. Proprietary Information shall not be destroyed except upon
approval by and under the supervision of the document control officer. The
document control officer shall keep a record of destruction in the appropriate
log and notify the person submitting the Proprietary Information.

5. Storage

(i) Documents containing Proprietary Information shall be stored within
a locked cabinet so as to limit access to authorized persons.

(ii) Keys and/or combinations to cabinets and/or rooms where the data
is stored shall be issued only to an authorized person.

(d) Transmittal Outside Division Offices. Proprietary Information shall not be transmitted
outside division offices without the approval of the Commissioner and such
information shall be transmitted by the document control officer in accordance with
part (c)2 of this paragraph. The person submitting the Proprietary Information shall
be notified when such occurs.

(e) Release to EPA. Notwithstanding any requirement of this paragraph seemingly to
the contrary, Proprietary Information may be released to the U.S. Environmental
Protection Agency in connection with the Commissioner’s or Board’s implementation
or his or its responsibilities pursuant to the Act or as necessary to comply with
federal law. Any such release of Proprietary Information to EPA, however, may be
made with a confidentiality claim and shall be accompanied by the written statement
received by the division pursuant to the definition of Proprietary Information as set
forth in paragraph 4 of this rule. Any transmittal of Proprietary Information to EPA
shall be subject to the requirements of subparagraph (d) of this paragraph. The
Commissioner shall notify the submitter of Proprietary Information of the release
of such information to EPA as soon as practicable, to be no later than five (5) days
after such release, following receipt of EPA’s request for the information.

Rule 1200-1-15-.02 UST Systems: Design, Construction, Installation and Notification is amended by deleting
it in its entirety and replacing it with the following:

1200-1-15-.02 UST SYSTEMS: INSTALLATION AND OPERATION

(1) Installation.
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At least fifteen (15) days prior to the installation of any tank and/or new UST system
construction activities at the site, the tank owner shall notify the division in the
following manner:

1.

Submit a pre-installation site sketch for all the petroleum underground
storage tanks and/or UST systems for which installation and/or construction
is planned in accordance with rule 1200-1-15-.03(1)(a)1; and

Submit annual tank fees for all tanks, tank compartments and/or UST
systems, which are shown on the pre-installation site sketch, in accordance
with rule 1200-1-15-.10(3).

Installation shall not commence until such time as an underground storage tank
certificate has been issued to the tank owner by the division.

All tanks and piping shall be installed in accordance with the manufacturer’s
installation instructions.

The following requirements take effect when product is being placed into a tank,
tank compartment and/or UST system either during or following installation:

1.

Prior to placing product into the tank, tank compartment and/or UST system,
spill and overfill prevention measures shall be implemented in accordance
with paragraph (2) of this rule.

Prior to placing product into the tank or tank compartment an air pressure test
or a vacuum test shall be conducted in accordance with the manufacturer’s
recommendations. The results of this test shall be maintained for the
operational life of the underground storage tank system. The test results
shall contain at a minimum the following information:

(i) The name of the manufacturer whose pressure testrecommendations
have been applied to the tank;

(ii) The name of the person performing the test and the name of the
company that person represents;

(iii) The date of the pressure test;

(iv) The identification number assigned to the facility by the division;
(v) The amount of pressure applied to the tank;

(vi) The duration of the test period; and

(vii) The results of the test.

Begin release detection in accordance with rule 1200-1-15-.04 immediately

if the tank or tank compartment contains more than 2.5 centimeters (one
inch) of product.
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Immediately protect against corrosion in accordance with paragraph (3) of
this rule.

Aline tightness test in accordance with rule 1200-1-15-.04(4)(b) and a tank
tightness test in accordance with rule 1200-1-15-.04(3)(c) shall be performed
upon completion of the installation and prior to the dispensing of fuel from
the UST system. The results of this tightness test shall be maintained for
the operational life of the underground storage tank system. Such records
shall be transferred in accordance with rule 1200-1-15-.03(2)(d) at the time
of ownership transfer.

(e) Installation shall be certified in accordance with rule 1200-1-15-.03(1)(d)1 within
fifteen (15) days following completion of the installation.

(2) Spill and overfill prevention

(a) Equipment.

1.

Except as provided in part 2 of this subparagraph, to prevent spilling and
overfilling associated with petroleum transfer to the UST system, owners
and/or operators shall use the following spill and overfill prevention
equipment:

(i) Spill prevention equipment that will prevent release of petroleum
to the environment when the transfer hose is detached from the fill
pipe (for example, a spill catchment basin); and

(ii) Overfill prevention equipment that will:

(0] Automatically shut off flow into the tank when the tank is
no more than ninety-five percent (95%) full; or

(1 Alert the transfer operator when the tank is no more than
ninety percent (90%) full by restricting the flow into the tank
or triggering a high-level alarm; or

(1) Restrict flow thirty (30) minutes prior to overfilling, alert
the operator with a high level alarm one (1) minute before
overfilling, or automatically shut off flow into the tanks
so that none of the fittings located on top of the tank are
exposed to product due to overfilling.

Owners and/or operators are not required to use the spill and overfill
prevention equipment specified in part 1 of this subparagraph if:

(i) Alternative equipment is used that is determined by the division to
be no less protective of human health and the environment than
the equipment specified in subpart 1(i) or (ii) of this subparagraph;
or
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(ii) The UST system is filled by transfers of no more than twenty-five
(25) gallons at one time.

Operating requirements.

1.

For as long as the UST system is used to store petroleum owners and/or
operators shall ensure that releases due to spilling or overfilling do not
occur. The owner and/or operator shall ensure that the volume available
in the tank is greater than the volume of petroleum to be transferred to the
tank before the transfer is made and that the transfer operation is monitored
constantly to prevent overfilling and spilling.

Owners and/operators shall keep spill catchment basins free of water, dirt,
debris and/or other substances that could interfere with the ability of the
catchment basin to prevent spills.

Spill catchment basins shall be visually inspected by the owner and/or
operator at least once per month to assure the integrity of the storage
space provided for spill containment. A log of these inspections showing
at a minimum the last twelve (12) months shall be maintained by the owner
and/or operator.

The owner and/or operator shall report, investigate, and clean up any spills
and overfills in accordance with rule 1200-1-15-.05(4).

(3) Corrosion Protection.

(a)

Tank construction. Each tank shall be properly designed and constructed and/or
properly upgraded. Any portion underground that routinely contains petroleum shall
utilize one of the following methods of corrosion protection:

1.

2.

The tank is constructed of fiberglass-reinforced plastic.

The tank is constructed of steel which is cathodically protected in the
following manner:

(i) The tank is coated with a suitable dielectric material unless
cathodic protection has been added to the tank for the purpose of
upgrading;

(ii) Field-installed cathodic protection systems are designed by a

corrosion expert;

(iii) Impressed current systems are designed to allow determination
of current operating status as required in part (c)4 of this
paragraph;

(iv) Cathodic protection systems are operated and maintained in
accordance with subparagraph (c) of this paragraph or in a manner
determined by the division to provide equivalent protection against
corrosion, provided that such determination is made by the division
prior to installation and/or operation; and
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If cathodic protection was initially installed for the purpose of
upgrading subsequent to UST system installation, the integrity of
the tank has been ensured using one of the following methods:

()

(m

(I

(V)

Internal inspection and assessment ensured that the tank
was structurally sound and free of corrosion holes prior to
installing the cathodic protection system.

At the time of installation of the cathodic protection system,
the tank had been installed for less than ten (10) years and
monthly monitoring was being conducted in accordance
with rule 1200-1-15-.04(3)(d) through (h).

The tank was assessed for corrosion holes by conducting
two (2) tightness tests that meet the requirements of rule
1200-1-15-.04(3)(c):

l. The first tightness test shall be conducted no
more than one hundred twenty (120) days prior
to installing the cathodic protection system.

Il. The second tightness test shall be conducted
between three (3) and six (6) months following the
first operation of the cathodic protection system.

The tank was assessed for corrosion holes by a method
determined by the division, prior to assessment, to be no
less protective of human health and the environment than
items (1) through (111) of this subpart.

The tank, which is constructed of steel and was installed on or before
December 22, 1988, was lined subsequent to installation of the tank and
has satisfied the following requirements:

(i)

The lining was installed in accordance with at least the following
procedures and practices:

(1)

(I

(I

(V)

V)

The lining was installed so as to effectively prevent releases
for the operational life of the tank.

The lining material is compatible with the product to be
stored;

The tank shell shall have been structurally sound prior to
lining;

Lining manufacturers directions were followed during
installation of lining;

After the tank was lined and before the tank was returned
to service, the tank shall be tank tightness tested according
to rule 1200-1-15-.04(3)(c); and
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(V1) Records that demonstrate compliance with this part shall
be maintained for the remaining operational life of the
tank. Such records shall be transferred in accordance with
rule 1200-1-15-.03(2)(d) at the time of ownership transfer;
and

(ii) Within ten (10) years after lining, and every five (5) years
thereafter, the lined tank is/was internally inspected and found to
be structurally sound with the lining still performing in accordance
with original design specifications. However, tanks which use
lining in combination with cathodic protection systems operated
in accordance with subparagraph (c) of this paragraph do not
have to be internally inspected subsequent to addition of cathodic
protection.

(iii) Lining may be used in combination with cathodic protection if the
cathodic protection system meets the requirements of subparts
2(ii) through (v) of this subparagraph.

The tank is constructed of a steel-fiberglass-reinforced-plastic composite.

The tank is constructed of metal without additional corrosion protection
measures provided that:

(i) The tank is installed at a site that is determined by a corrosion
expert not to be corrosive enough to cause it to have a release
due to corrosion during its operational life; and

(ii) Owners and/or operators maintain records that demonstrate
compliance with the requirements of subpart (i) of this part for
the remaining operational life of the tank. Such records shall be
transferred in accordance with rule 1200-1-15-.03(2)(d) at the time
of ownership transfer.

The tank construction and corrosion protection are determined by the division
to be designed to prevent the release or threatened release of any stored
petroleum in a manner that is no less protective of human health and the
environment than parts 1 through 5 of this subparagraph.

Piping construction. Piping that routinely contains petroleum and is in contact with the
ground shall be properly designed and constructed and/or properly upgraded. Piping
shall also utilize at least one of the following methods of corrosion protection:

1.

The piping, whether rigid or flexible in design, is constructed of nonmetallic
materials such as fiberglass-reinforced plastic.

The piping, whether rigid or flexible in design, is constructed of steel and
cathodically protected in the following manner:

(i) The piping is coated with a suitable dielectric material unless cathodic
protection was added for the purpose of upgrading;
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(ii) Field-installed cathodic protection systems are designed by a
corrosion expert;

(iii) Impressed current systems are designed to allow determination of
current operating status as required in part (c)4 of this paragraph;
and

(iv) Cathodic protection systems are operated and maintained in
accordance with subparagraph (c) of this paragraph or in a manner
determined by the division to provide equivalent protection against
corrosion, provided that such determination is made by the division
prior to installation and/or operation of the cathodic protection
system.

The piping is constructed of metal without additional corrosion protection
measures provided that:

(i) The piping is installed at a site that is determined by a corrosion
expert to not be corrosive enough to cause it to have a release due
to corrosion during its operational life; and

(ii) Owners and/or operators maintain records that demonstrate
compliance with the requirements of subpart (i) of this part for
the remaining operational life of the piping. Such records shall be
transferred in accordance with rule 1200-1-15-.03(2)(d) at the time
of ownership transfer.

The piping construction and corrosion protection are determined by the
division to be designed to prevent the release or threatened release of any
stored petroleum in a manner that is no less protective of human health
and the environment than the requirements in parts 1 through 3 of this
subparagraph.

Fill piping used for introducing petroleum into an underground storage tank
system shall not be required to have cathodic protection if it is lined with a
drop tube.

Operation and maintenance of corrosion protection.

All owners and/or operators of steel UST systems with corrosion protection shall
comply with the following requirements to ensure that releases due to corrosion are
prevented for as long as the UST system is used to store petroleum:

1.

All corrosion protection systems shall be operated and maintained to
continuously provide corrosion protection to the metal components of that
portion of the tank, piping and underground ancillary equipment that routinely
contains petroleum and is in contact with the ground.

All UST systems equipped with cathodic protection systems shall be

inspected for proper operation by a qualified cathodic protection tester in
accordance with the following requirements:

222



(4)

®)

Compatibility.

RULEMAKING HEARINGS

(i) Frequency. All cathodic protection systems shall be tested within
six (6) months of installation and at least every three (3) years
thereafter;

(ii) The cathodic protection system shall be functioning as designed

and is effectively preventing corrosion; and

(iii) The owner and/or operator shall maintain records that demonstrate
compliance with this subparagraph.

All UST systems to which sacrificial anodes have been added for the purpose
of replacing or enhancing an existing cathodic protection system shall be
tightness tested in accordance with subparagraphs (3)(c) and (4)(b) of rule
1200-1-15-.04. The tightness test shall be conducted no later than six (6)
months, but no sooner than three (3) months, following the addition of the
anodes.

UST systems with impressed current cathodic protection systems shall
also be inspected every sixty (60) days to ensure the equipment is running
properly. The results of the inspection shall be recorded in a format
established by the division and in accordance with the instructions provided
by the division.

For UST systems using cathodic protection, records of the operation of the
cathodic protection shall be maintained, in accordance with rule 1200-1-
15-.03(2), to demonstrate compliance with the performance standards in
this paragraph. These records shall be maintained in accordance with the
following:

(i) The results of testing from the last two inspections required in part
2 of this subparagraph shall be retained;

(ii) Arecord of the addition of sacrificial anodes to an existing cathodic
protection system shall be retained for the remaining operational
life of the underground storage tank system and such records shall
be transferred in accordance with rule 1200-1-15-.03(2)(d) at the
time of ownership transfer;

(iii) The results of tightness testing required in part 3 of this
subparagraph shall be retained for the remaining operational life
of the underground storage tank system. Such records shall be
transferred in accordance with rule 1200-1-15-.03(2)(d) at the time
of ownership transfer; and

(iv) The results of the last three inspections required in part 4 of this
subparagraph shall be retained.

Owners and/or operators shall use an UST system made of or lined with materials that are
compatible with the petroleum stored in the UST system.

Repairs allowed.
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Owners and/or operators of UST systems shall ensure that repairs will prevent releases
due to structural failure or corrosion as long as the UST system is used to store petroleum.
The repairs shall meet the following requirements:

(a)

(b)

(c)

(d)

(e)

(f)

Repairs to UST systems shall be conducted so as to effectively prevent releases
for the operational life of the tank system.

Repairs to fiberglass-reinforced plastic tanks shall be made by the
manufacturer’s authorized representatives or in accordance with the manufacturer’s
specifications.

Metal pipe sections and fittings that have released product as a result of corrosion
or other damage shall be replaced. Fiberglass pipes and fittings may be repaired
in accordance with the manufacturer’s specifications.

Repaired tanks and/or piping shall be tightness tested in accordance with
subparagraphs (3)(c) and (4)(b) of rule 1200-1-15-.04 within thirty (30) days following
the date of the completion of the repair except as provided in parts 1 through 3 of
this subparagraph:

1. The repaired tank is internally inspected prior to placing product in the tank
; or

2. The repaired portion of the UST system is monitored monthly for releases
in accordance with a method specified in rule 1200-1-15-.04(3)(d) through
(h); or

3. Another test method is used, provided that prior to use in the State of

Tennessee that method is determined by the division to be no less protective
of human health and the environment than those listed above.

Within six (6) months following the repair of any cathodically protected UST system,
the cathodic protection system shall be tested in accordance with parts (3)(c)2 and
3 of this rule to ensure that it is operating properly.

UST system owners and/or operators shall maintain records of each repair that
demonstrate compliance with the requirements of this paragraph for the remaining
operating life of the UST system. Such records shall be transferred in accordance
with rule 1200-1-15-.03(2)(d) at the time of ownership transfer.

Rule 1200-1-15-.03 General Operating Requirements is amended by deleting it in its entirety and replacing

it with the following:

1200-1-15-.03 NOTIFICATION, REPORTING AND RECORD KEEPING.

(1) Notification requirements.

(a)

Any owner who brings a new underground storage tank system into use shall notify
the division as follows:

1. Pre-installation site sketch.
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Notification shall be made fifteen (15) days prior to commencement of
installation of such underground storage tank systems by submitting a pre-
installation site sketch to the division. The pre-installation site sketch shall
include, but not be limited to the following information: the property address;
the business name; the tank owner’s name and address; street names;
property lines; the number of compartments in each tank; the location of
the underground storage tanks and the associated underground piping
on the property; the location of utilities including electrical wiring for the
dispensers, pumps, cathodic protection systems, release detection systems,
etc.; buildings on the property; and an arrow indicating the direction of north.
This information shall be submitted in a format established by the division
and the pre-installation site sketch shall be completed in accordance with
instructions provided by the division.

2. Notification form for newly installed tanks.

The owner of a newly installed tank shall submit notification of the underground
storage tank system installation to the division within fifteen (15) days in
accordance with subparagraphs (b) through (d) of this paragraph. The owner
shall use the notification form designated by the division.

[Note: Owners and/or operators of UST systems that were in the ground on or after May 8,
1986, unless taken out of operation on or before January 1, 1974, were required to notify
the designated state or local agency in accordance with the Hazardous and Solid Waste
Amendments of 1984, Public Law 98-616, on a form published by EPA on November 8, 1985,
(50 FR 46602) unless notice was given pursuant to section 103(c) of CERCLA. Owners
and/or operators who have not complied with the notification requirements may use the
notification form designated by the division.]

(b)

(c)

(d)

Owners and/or operators shall complete the notification form accurately and in its
entirety for each tank, tank compartment, and the piping connected thereto, for
which notice is required in accordance with part (a)2 of this paragraph. The form
shall be completed in accordance with the instructions provided by the division.

Owners required to submit notification under part (a)2 of this paragraph shall provide
notification to the division for each tank, and tank compartment, they own. Owners
may provide notification for several tanks using one natification form, but owners
who own tanks located at more than one place of operation shall file a separate
notification form for each separate place of operation.

All owners and operators of UST systems installed after December 22, 1988 shall
certify in the notification form compliance with the following requirements:

1. Installation of tanks and piping has been certified using one of the following
methods:

(i) The installer has been certified by the tank and piping manufacturers;
or

(ii) The installation has been inspected and certified by a registered

professional engineer with education and experience in UST system
installation; or
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(iii) The installation has been inspected and approved by the division;
or

(iv) All work listed in the manufacturer’s installation checklist has been
completed; or

(v) The owner and operator have complied with another method for
ensuring compliance with rule 1200-1-15-.02(1) that has been
determined by the division prior to installation to be no less
protective of human health and the environment.

2. Cathodic protection of steel tanks and piping under rule 1200-1-15-.02(3)(a)
and (b);

3. Financial responsibility under rule 1200-1-15-.08; and

4, Release detection under rule 1200-1-15-.04(2).

All owners and operators of UST systems installed after December 22, 1988 shall
ensure that the installer certifies in the notification form that the methods used
to install the tanks and piping complies with the requirements in rule 1200-1-15-
.02(1).

Any person who sells a tank intended to be used as an underground storage tank
shall notify the purchaser at the time of sale of such tank of the owner’s obligations
for notification prior to installation under subparagraph (a) of this paragraph. The
seller shall place the statement contained in Appendix 1200-1-15-.03-A on all invoices
and shipping tickets.

Any change in the status of the tanks at a petroleum UST facility shall be reported
within thirty (30) days of said change. This includes but is not limited to changes
of ownership, upgrading or replacement of tanks, changes in mailing address,
permanent closure of a tank compartment, and changes in service. Such reports
shall be made using an amended notification form. In the case of a sale of tanks,
the seller shall submit the notification form designated by the division, completed
in accordance with instructions provided by the division, and shall also inform the
buyer of the notification requirement.

Reporting and Record Keeping.

Owners and/or operators of UST systems shall cooperate fully with inspections, monitoring
and testing conducted by the division, as well as requests for document submission, testing,
and monitoring by the owner or operator in accordance with the Tennessee Petroleum
Underground Storage Tank Act T.C.A. §68-215-107.

(a)

Reporting. Owners and/or operators shall submit the following information to the
division:

1. Notification for all UST systems (rule 1200-1-15-.03(1), which includes

certification of installation for new UST systems (rule 1200-1-15-.03(1)(d)
and (e));
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Reports of all releases including suspected releases (rule 1200-1-15-.05(1)),
spills and overfills (rule 1200-1-15-.05(4)), and confirmed releases (rule
1200-1-15-.06);

Corrective actions planned or taken including, but not limited to, initial
response measures (rule 1200-1-15-.06(3)),hazard management
measures(rule 1200-1-15-.06(4)), initial site characterization and exposure
assessment (rule 1200-1-15-.06(5)), corrective action plan (rule 1200-1-15-
.06(10)), and as otherwise directed by the division;-

A notification before permanent closure or change-in-service (rule 1200-1-
15-.07(3) and (4); and

Tank closure activities including site assessment results (rule 1200-1-15-
.07(5)).

Record Keeping. Owners and/or operators shall maintain the following
information:

1.

A corrosion expert’s analysis of site corrosion potential if corrosion
protection equipment is not used (rule 1200-1-15-.02(3)(a)5; rule 1200-1-
15-.02(3)(b)3);

Documentation of operation of corrosion protection equipment (rule 1200-
1-15-.02(3)(c));

Documentation of UST system repairs (rule 1200-1-15-.02(5)(f));

Recent compliance with release detection requirements (rule 1200-1-15-
.04(5)); and

Results of the site investigation conducted at permanent closure (rule 1200-
1-15-.07(5)).

Availability and Maintenance of Records.

1.

Owners and/or operators shall keep the records required either:

(i) At the UST site and immediately available for inspection by the
division; or

(ii) At areadily available alternative site and be provided for inspection
to the division upon request; or

(iii) In the case of permanent closure records required under rule
1200-1-15-.07(6), owners and/or operators are also provided with
the additional alternative of mailing closure records to the division
if they cannot be kept at the site or an alternative site as indicated
in parts 1 or 2 of this subparagraph.

If an inspection is scheduled by the division in advance of the date of that
inspection, all records shall be present and available for review during the
scheduled inspection.
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Records Transfer. Upon transfer of ownership, including, but not limited to, sale of
the UST systems, originals and/or copies of all documents required to satisfy the
reporting and recordkeeping requirements of this paragraph shall be transferred to
the new owner of the USTs at the time of ownership transfer.

APPENDIX 1200-1-15-.03-A

Statement for Shipping Tickets and Invoices

Note: AFederal law (the Resource Conservation and Recovery Act (RCRA), as amended (Pub. L.
98-616)) requires owners of certain underground storage tanks to notify designated state or
local agencies by May 8, 1986, of the existence of their tanks. The Tennessee Petroleum
Underground Storage Tanks Act (T.C.A. §68-215-101 et seq.) also contains notification
requirements. Notifications for tanks brought into use after July 1, 1989 shall be made
fifteen (15) days in advance of installation. Consult EPA’s regulations, issued on November
8, 1985 (40 CFR Part 280), state law (T.C.A. §68-215-101 et seq.) and state regulations
(Chapter 1200-1-15) to determine if you are affected by these laws and regulations.

Rule 1200-1-15-.04 Release Detection is amended by deleting it in its entirety and replacing it with the

following:

1200-1-15-.04 RELEASE DETECTION.

(1) General requirements for release detection.

(a)

(b)

Owners and/or operators of UST systems shall provide a method, or combination
of methods, of release detection that:

1. Can detect a release from any portion of the tank and the connected
underground piping that routinely contains petroleum;

2. Is installed, calibrated, operated, and maintained in accordance with the
manufacturer’s instructions, including routine maintenance and service
checks for operability or running condition; and

3. Meets the performance requirements of paragraph (3) or (4) of this rule,
with any performance claims and their manner of determination described
in writing by the equipment manufacturer or installer. In addition, methods
used after December 22, 1990 except for methods permanently installed
prior to that date, shall be capable of detecting the leak rate or quantity
specified for that method in subparagraphs (3)(b), (c), and (d) or (4)(a) and
(b) of this rule with a probability of detection of 0.95 and a probability of
false alarm of 0.05.

When a release detection method operated in accordance with the performance
standards in paragraphs (3) and (4) of this rule indicates a release may have
occurred, owners and operators shall notify the division in accordance with rule
1200-1-15-.05. If more than one method of release detection is operated on a UST
system, a suspected release shall be reported to the division in accordance with
rule 1200-1-15-.05 if any one of the release detection methods indicates a release
may have occurred.
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Owners and/or operators of newly installed USTs shall comply with the release
detection requirements of this rule immediately upon installation.

If a method of release detection that complies with the requirements of this rule
cannot be applied to and/or operated for any UST system, the owner and/or operator
of that UST system shall complete the closure procedures in rule 1200-1-15-.07.

If a release detection method selected by the owner and/or operator cannot meet
the performance standards in paragraph (3) and (4) of this rule to the satisfaction of
the division, then the owner and/or operator shall select another method of release
detection.

The dispenser shall be accessed and inspected for petroleum releases at least
monthly. A log of these inspections showing at a minimum the last twelve (12)
months shall be maintained by the owner and/or operator.

Requirements for petroleum UST systems.

Owners and operators of petroleum UST systems shall provide release detection for tanks
and piping as follows:

(a)

(b)

Tanks. Tanks shall be monitored at least monthly for releases using one of the
methods listed in subparagraphs (3)(d) through (i) of this rule, except that:

1. UST systems that meet the performance standards in rule 1200-1-15-.02,
and the monthly inventory control requirements in subparagraphs (3)(a) or
(b) of this rule, may use tank tightness testing (conducted in accordance
with subparagraph_(3)(c) of this rule) at least every five (5) years until ten
(10) years after the tank was installed or upgraded in compliance with the
performance standards in rule 1200-1-15-.02. However, tanks which were
over ten (10) years old when the cathodic protection system was added
in accordance with rule 1200-1-15-.02 (1)(a)2.(v)(lll) shall use a monthly
monitoring method of release detection in accordance with subparagraphs
(3)(d) through (i) of this rule.

2. Tanks which meet the volume, diameter and test duration requirements
as set forth in part (3)(b)1(i) of this rule may use manual tank gauging
(conducted in accordance with subparagraph (3)(b) of this rule).

Piping. Underground piping that routinely contains petroleum shall be monitored
for releases in a manner that meets one of the following requirements:

1. Pressurized piping. Underground piping that conveys petroleum under
pressure shall:

(i) Be equipped with an automatic line leak detector conducted in
accordance with subparagraph (4)(a) of this rule; and

(ii) Have an annual line tightness test conducted in accordance

with subparagraph (4)(b) of this rule or have monthly monitoring
conducted in accordance with subparagraph (4)(c) of this rule.
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Suction piping. Underground piping that conveys petroleum under suction
shall either have a line tightness test conducted at least every three (3)
years and in accordance with subparagraph (4)(b) of this rule, or use a
monthly monitoring method conducted in accordance with subparagraph
(4)(c) of this rule. No release detection is required for suction piping that is
designed and constructed to meet the following standards:

(i) The below-grade piping operates at less than atmospheric
pressure;

(ii) The below-grade piping is sloped so that the contents of the pipe
will drain back into the storage tank if the suction is released;

(iii) Only one check valve is included in each suction line;

(iv) The check valve is located directly below and as close as practical
to the suction pump; and

(v) A method is provided that allows compliance with subparts through
(iv) of this part to be readily determined.

Methods of release detection for tanks.

Each method of release detection for tanks used to meet the requirements of paragraph (2)
of this rule shall be conducted in accordance with the following:

(a) Inventory control. Inventory control shall meet the following requirements:

1. Inventory volume measurements for petroleum inputs, withdrawals, and
the amount still remaining in the tank are recorded each operating day;

2. The equipment used is capable of measuring the level of petroleum over
the full range of the tank’s height to the nearest one-eighth of an inch;

3. Petroleum levels are measured and recorded to an accuracy of at least the
nearest one-eighth of an inch;

4, The petroleum inputs are reconciled with delivery receipts by measurement
of the tank inventory volume before and after delivery;

5. Deliveries are made through a drop tube that extends to within one foot of
the tank bottom;

6. Measurements of the level of petroleum in the tank which are taken using
a gauge stick are made through a drop tube;

7. Petroleum dispensing is metered and recorded to within the local standards
for meter calibration or an accuracy of six (6) cubic inches for every five (5)
gallons of petroleum withdrawn, and the meters are calibrated annually;

8. The measurement of any water level in the bottom of the tank is made and

recorded to the nearest one-eighth of an inch at least once a month; and
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9. Arelease is suspected and subject to the requirements of rule 1200-1-15-
.05 if the monthly total of either daily overages or shortages is greater than
one percent (1.0%) of the total monthly flow-through plus one hundred thirty
(130) gallons.

(b) Manual tank gauging.

1. Manual tank gauging shall only be applicable to tanks as set forth below:

(i)

Tanks which meet the volume, diameter and test duration
requirements as set forth below may use manual tank gauging as
the sole method of release detection:

NOMINAL TANK DIAMETER MINIMUM
CAPACITY DURATION
OF TEST
up to 550 gallons * 36 hours
551 — 1000 gallons 64 inches 44 hours
551 — 1000 gallons 48 inches 58 hours

* Any diameter of tank up to 550 gallons may use manual tank gauging as
the sole method of release detection if the duration of the test is at least 36

hours.

(ii)

(iif)

Manual tank gauging shall not be used as the sole method of release
detection for tanks of 551 to 1000 gallons nominal capacity which
cannot meet the diameter or test duration requirements as set forth
in subpart (i) of this part or for tanks of 1001 to 2000 gallon nominal
capacity. These tanks shall use manual tank gauging in combination
with tank tightness testing in accordance with subparagraph (2)(a)
of this rule.

Tanks of greater than 2000 gallons nominal capacity shall not use
this method to meet the requirements of this rule.

2. Manual tank gauging shall meet the following requirements:

(i)

(iif)

Tank liquid level measurements are taken at the beginning and
ending of a period of at least thirty-six (36) hours during which no
liquid is added to or removed from the tank;

Level measurements are based on an average of two consecutive
stick readings at both the beginning and ending of the required
period;

The equipment used is capable of measuring the level of petroleum
over the full range of the tank’s height to the nearest one-eighth of
an inch;

Petroleum levels are measured and recorded to an accuracy of at
least the nearest one-eighth of an inch;
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Up to 550 gallons
551 — 1000 gallons
551 — 1000 gallons
551 — 1000 gallons
1001 — 2000 gallons

(c)
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(v) A release is suspected and subject to the requirements of rule
1200-1-15-.05 if the variation between beginning and ending
measurements exceeds the weekly or monthly standards in the
following table:

TANK MINIMUM WEEKLY MONTHLY
DIAMETER DURATION STANDARD STANDARD
OF TEST (one test) (Average of 4 Tests)
36 hours 10 gallons 5 gallons
36 hours 13 gallons 7 gallons
64 inches 44 hours 9 gallons 4 gallons
48 inches 58 hours 12 gallons 6 gallons
36 hours 26 gallons 13 gallons
Tank tightness testing.

1.

Tank tightness testing shall be capable of detecting a 0.1 gallon per hour
leak rate from any portion of the tank that routinely contains petroleum
while accounting for the effects of thermal expansion or contraction of the
petroleum, vapor pockets, tank deformation, evaporation or condensation,
and the location of the water table.

Tank tightness testing devices, automatic tank gauging devices or other
equipment may be used provided that the testing meets the performance
criteria set forth in part 1 of this subparagraph.

The information relating to the tank tightness test shall be reported in a
format established by the division. The tank tightness test report shall
include, but is not necessarily limited to the following information:

(i) Information which identifies the tank and the facility;
(ii) Information which identifies the test method and test conditions

established by the manufacturer’s specifications and/or required
by the third party certification of the method;

(iii) Information which identifies the person and/or company performing
the test;

(iv) Data gathered during the performance of the test; and

(v) Results expressed as follows:
(0] Leak rate in gallons per hour and as “Pass” or “Fail” for

volumetric test methods; or

(1 “Pass” or “Fail” for non-volumetric test methods.
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Arelease is suspected and subject to the requirements of rule 1200-1-15-.05
if the method detects a release rate greater than the performance standard
for the method as established by the manufacturer’s specifications and/or
third party certification.

Automatic tank gauging. Equipment for automatic tank gauging shall
be permanently installed in the tank and shall meet one of the following
requirements:

1.

For automatic tank gauging devices which were installed prior to December
22, 1990, and which do not meet the requirements of parts 2 or 3 of this
subparagraph:

0] Inventory control (or another test of equivalent performance) shall
be conducted in accordance with the requirements of subparagraph
(3)(a) of this rule; and

(i) Arelease is suspected and subject to the requirements of rule 1200-
1-15-.05 if the monthly total of either daily overages or shortages
is greater than 1.0 percent of the total monthly flow-through plus
130 gallons.

For automatic tank gauging devices capable of detecting at least a 0.2
gallon per hour leak rate from any portion of the tank that routinely contains
petroleum shall meet the following requirements:

(i) The monitor shall be placed in the leak test mode at least once per
month; and
(ii) A release is suspected and subject to the requirements of rule

1200-1-15-.05 if the monitoring results indicate that the underground
storage tank has had a release above the established threshold
of the automatic tank gauging device as determined through third
party certification.

For automatic tank gauging systems which are capable of continuous
statistical release detection shall meet the following requirements:

(i) The automatic tank gauging system shall be placed in the leak
test mode at least once per month if a test cannot be obtained
during any one month period, except for those systems which
also use Statistical Inventory Reconciliation in accordance with
subparagraph (3)(h) of this rule; and

(ii) A release is suspected and subject to the requirements of rule
1200-1-15-.05 if the monitoring results indicate that the underground
storage tank has had a release above the established threshold
of the automatic tank gauging device as determined through third
party certification, except that those systems also using Statistical
Inventory Reconciliation shall report suspected releases in
accordance with subparagraph (3)(h) of this rule.
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(e) Vapor monitoring. Testing or monitoring for vapors within the soil gas of the excavation
zone shall meet the following requirements:

1.

The materials used as backfill are sufficiently porous (e.g., gravel, sand,
crushed rock) to readily allow diffusion of vapors from releases into the
excavation area;

The stored petroleum, or a tracer compound placed in the tank system, is
sufficiently volatile (e.g., gasoline) to result in a vapor level that is detectable
by the monitoring devices located in the excavation zone in the event of a
release from the tank;

The measurement of vapors by the monitoring device is not rendered
inoperative by the ground water, rainfall, or soil moisture or other known
interferences so that a release could go undetected for more than thirty
(30) days;

The level of background contamination in the excavation zone will not
interfere with the method used to detect releases from the tank;

The vapor monitors are designed and operated to detect any significant
increase in concentration above background of the petroleum stored in the
tank system, a component or components of that substance, or a tracer
compound placed in the tank system;

In the UST excavation zone, the site is assessed to ensure compliance with
the requirements in parts 1 through 4 of this subparagraph and to establish
the number and positioning of monitoring wells that will detect releases within
the excavation zone from any portion of the tank that routinely contains
petroleum;

Monitoring wells are clearly marked and secured to avoid unauthorized
access and tampering; and

Arelease is suspected and subject to the requirements of rule 1200-1-15-
.05 if:

(i) An automatic and/or continuous monitoring device signals an
alarm:

(ii) Any liquid product is observed during manual monitoring: or

(iii) Any significant increase in concentration above background of the
petroleum stored in the tank system, a component or components
of that substance or a tracer compound placed in the tank system
is detected by a monitoring device.

(f) Groundwater monitoring. Testing or monitoring for liquids on the ground water shall
meet the following requirements:

1.

Ground water monitoring shall not be allowed in areas where the tank
excavation zone has encountered bedrock;
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The petroleum stored is immiscible in water and has a specific gravity of
less than one;

Ground water is never more than twenty (20) feet from the ground surface
and the hydraulic conductivity of the soil(s) between the UST system and
the monitoring wells or devices is not less than 0.01 cm/sec (e.g., the sail
should consist of gravels, coarse to medium sands, coarse silts or other
permeable materials);

The slotted portion of the monitoring well casing shall be designed to prevent
migration of natural soils or filter pack into the well and to allow entry of
petroleum on the water table into the well under both high and low ground
water conditions;

Monitoring wells shall be sealed from the ground surface to the top of the
filter pack;

Monitoring wells or devices intercept the excavation zone or are as close
to it as is technically feasible;

The continuous monitoring devices or manual methods used can detect
the presence of at least one-eighth of an inch of free product on top of the
ground water in the monitoring wells;

Within and immediately below the UST system excavation zone, the site is
assessed to ensure compliance with the requirements in parts 1 through
6 of this subparagraph and to establish the number and positioning of
monitoring wells or devices that will detect releases from any portion of the
tank that routinely contains petroleum;

Monitoring wells are clearly marked and secured to avoid unauthorized
access and tampering; and

Arelease is suspected and subject to the requirements of rule 1200-1-15-
.05 if:

(i) An automatic and/or continuous monitoring device signals an alarm;
or
(ii) Any liquid product is observed on top of the groundwater in the

monitoring well during manual monitoring.

Interstitial monitoring. Interstitial monitoring between the UST system and a
secondary barrier immediately around or beneath it may be used, but only if the
system is designed, constructed and installed to detect a release from any portion
of the tank that routinely contains petroleum and also meets one of the following
requirements:

1.

For double-walled UST systems, the sampling or testing method can detect
a release through the inner wall in any portion of the tank that routinely
contains petroleum;
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For UST systems with a secondary barrier within the excavation zone, the
sampling or testing method used can detect a release between the UST
system and the secondary barrier; provided that the following conditions
are met:

(i) The secondary barrier around or beneath the UST system consists
of artificially constructed material that is sufficiently thick and
impermeable (at least 10-° cm/sec for the petroleum stored) to direct
a release to the monitoring point and permit its detection;

(ii) The barrier is compatible with the petroleum stored so that a release
from the UST system will not cause a deterioration of the barrier
allowing a release to pass through undetected;

(iii) For cathodically protected tanks, the secondary barrier shall be
installed so that it does not interfere with the proper operation of
the cathodic protection system;

(iv) The ground water, soil moisture, or rainfall will not render the testing
or sampling method used inoperative so that a release could go
undetected for more than thirty (30) days;

(v) The site is assessed to ensure that the secondary barrier is always
above the ground water and not in twenty-five (25) year flood plain,
unless the barrier and monitoring designs are for use under such
conditions; and,

(vi) Monitoring wells are clearly marked and secured to avoid
unauthorized access and tampering.

For tanks with an internally fitted liner, an automated device can detect a
release between the inner wall of the tank and the liner, and the liner is
compatible with the substance stored.

Statistical inventory reconciliation. Statistical analysis of inventory, delivery
and dispensing data collected over a period of time shall meet the following
requirements:

1.

Inventory control shall be conducted in accordance with the requirements
of subparagraph (3)(a) of this rule;

A report shall be generated monthly, within ten (10) days after the end of
the data collection for that time period. The report shall include, but is not
limited to the following:

(i) The inventory records used, i.e., the raw data; and

(ii) The statistical inventory reconciliation determination;

For quantitative statistical inventory reconciliation methods, the numerical
leak rate shall be reported unless the statistical inventory reconciliation
determination results in an “Inconclusive” under the provisions of subpart

4(iii) of this subparagraph;
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4, The statistical inventory reconciliation determination shall be reported using
the term “Pass”, “Fail” or “Inconclusive”. For quantitative statistical inventory
reconciliation methods the applicable term shall be used in accordance with

subparts (i) through (iii) of this part:

(i) If the calculated leak rate does not exceed 0.10 gallons per hour,
the results shall be reported as a “Pass”;

(ii) If the calculated leak rate exceeds 0.10 gallons per hour, the results
shall be reported as a “Fail”;

(iii) If the leak rate cannot be calculated using the available data, the
results shall be reported as an “Inconclusive’;

5. If the statistical inventory reconciliation method used requires more than
one month of data for initial evaluation, another method of release detection
shall be conducted during that initial data collection period;

6. If there are too few operational days for statistical inventory reconciliation
to successfully analyze during any month, then another method of release
detection shall be utilized during that month; and

7. The owner/operator shall report a suspected release in accordance with rule
1200-1-15-.05:

(i) When the statistical inventory reconciliation determination is reported
as a “Fail”; or

(ii) When two consecutive “Inconclusive” statistical inventory
reconciliation determinations are reported.

(i) Other methods. Any other type of release detection method, or combination of
methods, can be used if:

1. It can detect a 0.2 gallon per hour leak rate or a release of 150 gallons
within a month with a probability of detection of 0.95 and a probability of
false alarm of 0.05; or

2. The division may approve another method if the owner and operator can
demonstrate that the method can detect a release as effectively as any of the
methods allowed in subparagraphs (c) through (h) of paragraph (3) of this
rule. In comparing methods, the division shall consider the size of release
that the method can detect and the frequency and reliability with which it
can be detected. If the method is approved, the owner and operator shall
comply with any conditions imposed by the division on its use to ensure
the protection of human health and the environment.

(4) Methods of release detection for piping.

Each method of release detection for piping used to meet the requirements of paragraph
(2) of this rule shall be conducted in accordance with the following:
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(a) Automatic line leak detectors. Methods which alert the operator to the presence of
a leak by restricting or shutting off the flow of petroleum through piping or triggering
an audible or visual alarm may be used only if they detect leaks of three (3) gallons
per hour at ten (10) pounds per square inch line pressure within one (1) hour. An
annual test of the operation of the leak detector shall be conducted in accordance
with the manufacturer’s requirements.

(b) Line tightness testing. A periodic test of piping may be conducted only if it can detect
a 0.1 gallon per hour leak rate at one and one-half times the operating pressure.

(c) Applicable tank methods. Any of the methods in subparagraphs (3)(e) through (i)
of this rule may be used if they are designed to detect a release from any portion
of the underground piping that routinely contains petroleum.

(5) Release detection record keeping.

All UST system owners and/or operators shall maintain records in accordance with rule
1200-1-15-.03(2) demonstrating compliance with all applicable requirements of this rule.
Release detection information shall be recorded in a format established by the division and
in accordance with instructions provided by the division. These records shall include the
following:

(a) All written performance claims pertaining to any release detection system used, and
the manner in which these claims have been justified or tested by the equipment
manufacturer or installer, shall be maintained for five (5) years from the date
of installation or until such time as the release detection method to which the
performance claim pertains is no longer used at the facility, whichever is later;

(b) The results of any sampling, testing, or monitoring shall be maintained for at least
one (1) year except that the results of tank tightness testing conducted in accordance
with subparagraph (3)(c) of this rule shall be retained until the next test is conducted;
and

(c) Written documentation of all calibration, maintenance, and repair of release detection
equipment permanently located on-site shall be maintained for at least one year
after the servicing work is completed. Any schedules of required calibration and
maintenance provided by the release detection equipment manufacturer shall be
retained for five (5) years from the date of installation or until such time as the release
detection method to which the schedule of required calibration and maintenance
pertains is no longer used at the facility, whichever is later;

Rule 1200-1-15-.05 Release Reporting, Investigation and Confirmation is amended by deleting paragraph
(2) in its entirety and replacing it with the following:

(2) Investigation due to environmental impacts.

When required by the division, owners and/or operators of UST systems shall follow the
procedures in paragraph (3) of this rule to determine if the UST system is the source of
environmental impacts. These impacts include the discovery of petroleum escaping from the
UST system, associated containment devices, or any component of a tank, line, dispenser,
meter, or line leak detector, not designed for the purpose of dispensing petroleum as well
as the discovery of petroleum in the environment (such as the presence of free product or
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vapors in soils, basements, sewer and utility lines, and nearby surface and drinking waters)
that has been observed by the division or brought to its attention by another party.

Rule 1200-1-15-.07 Out-of-Service UST Systems and Closure is amended by deleting it in its entirety and
replacing it with the following:

1200-1-15-.07 OUT-OF-SERVICE UST SYSTEMS AND CLOSURE.

(1)

)

@)

Temporary closure.

(a) When an UST system is temporarily closed, owners and/or operators shall continue
operation and maintenance of corrosion protection in accordance with rule 1200-
1-15-.02(3), and any release detection in accordance with rule 1200-1-15-.04.
Rule 1200-1-15-.05 and rule 1200-1-15-.06 shall be complied with if a release is
suspected or confirmed. However, release detection is not required as long as the
UST system is empty. The UST system is empty when all materials have been
removed using commonly employed practices so that no more than two and one-
half (2.5) centimeters (one inch) of residue remains in the system.

(b) When an UST system is temporarily closed for three (3) months or more, owners
and/or operators shall also comply with the following requirements:

1. Leave vent lines open and functioning;

2. Cap and secure all other lines, pumps, manways, and ancillary equipment;
and

3. File an amended notification form showing the tank system as Temporarily
Out of Use.

Substandard UST Systems. Unless directed to do otherwise by the division owners and/or
operators of an UST system which does not meet the requirements in rule 1200-1-15-
.02(2) and (3) shall permanently close the substandard UST system in accordance with
paragraphs (4) and (5) of this rule, except that parts (4)(a)6 and 7 of this rule shall not apply
to a substandard UST system. The substandard UST system shall complete the permanent
closure, including submittal of the Permanent Closure Report, within sixty (60) days of division
approval of the Application for Permanent Closure of Underground Storage Tanks.

Tank compartment closure.

For a tank that has more than one (1) tank compartment, one (1) or more of the tank
compartments may be permanently closed in accordance with the provisions of this paragraph
as well as paragraph (5) of this rule. If all the compartments in a tank are to be permanently
closed, the requirements for permanent closure set forth in paragraphs (4) and (5) of this
rule shall be followed by the tank owner and/or operator.

(a) At least thirty (30) days before beginning tank compartment closure owners and/or

operators shall apply for tank compartment closure. Application for tank compartment
closure shall meet the following requirements:
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An Application for Closure of Tank Compartment(s) shall be submitted in
a format established by the division. The application shall be completed
according to the instructions provided by the division.

The Application for Closure of Tank Compartment(s) shall be accompanied by
a written statement provided by either the tank manufacturer or a Registered
Professional Engineer certifying the following:

(i) The planned closure of the tank compartment(s) will not cause
structural damage to the tank; and

(ii) The corrosion protection system will continue to function as designed
and will continue to effectively prevent corrosion of the tank following
completion of the planned closure of the tank compartment(s).

The tank owner and/or operator or other responsible party shall obtain
division approval of the Application for Closure of Tank Compartment(s)
prior to closing the tank compartment(s).

The application shall constitute a plan for tank compartment(s) closure.

Tank compartment(s) closure activities shall be conducted in accordance
with the plan contained in the approved Application for Closure of Tank
Compartment(s). If alterations to the plan are required, an amended
Application for Closure of Tank Compartment(s) shall be submitted to the
division for approval.

The approved Application for Closure of Tank Compartment(s) shall be
available for inspection upon request at the petroleum site at the time of
tank compartment closure.

Division approval of the Application for Closure of Tank Compartment(s)
shall be valid for twelve (12) months following such approval. However,
such approval shall not be transferable to another person during that twelve
(12) month approval time.

If tank compartment(s) closure is not completed within twelve (12) months,
the tank owner and/or operator shall submit a new Application for Closure
of Tank Compartment(s) to the division for approval at least thirty (30) days
before beginning tank compartment closure.

The required site assessment under paragraph (5) of this rule shall be performed
after receipt of division approval of the Application for Tank Compartment(s) Closure,
but before completion of the tank compartment closure. Results of all samples taken
during the closure of the tank compartment must be reported to the Department
within sixty (60) days of collection. Samples may be taken while the compartments
of the underground storage tank system that are not being permanently closed are
in operation. However, samples may not be taken while the tank compartment that
is being permanently closed is still in operation.

To permanently close a tank compartment, owners and/or operators shall empty and
clean the compartment which is to be closed by removing all liquids and accumulated
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sludges. All tank compartments taken out of service permanently shall be filled with
an inert solid material such as a cement compound, sand, gravel, etc. The inert
solid material must have a specific gravity greater than one (1.0).

Tank compartment closure activities shall not damage those portions of the
underground storage tank system that are not being permanently closed.

Tank compartment closure activities shall not cause or allow a release of petroleum
from the underground storage tank system into the environment.

Paragraphs (4) and (5) of this rule shall be followed when the final tank compartment
is permanently closed.

Permanent closure and changes-in-service

(a)

At least thirty (30) days before beginning either permanent closure of any portion of
an underground storage tank system or a change-in-service under subparagraphs (b)
and (c) of this paragraph owners and/or operators shall apply for permanent closure,
unless such action is in response to corrective action. Application for permanent
closure or change in service shall meet the following requirements:

1. An Application for Permanent Closure of Underground Storage Tank Systems
shall be submitted in a format established by the division. The application
shall be completed according to the instructions provided by the division.

2. The tank owner and/or operator or other responsible party shall obtain division
approval of the Application for Permanent Closure prior to permanently
closing the UST system or any portion thereof or effecting a change in
service of the UST system, unless tank compartment closure is conducted
in accordance with paragraphs (3) and (5) of this rule.

3. The application shall constitute a plan for closure or change in service of
the UST system, or any portion thereof.

4, Change in service or closure activities shall be conducted in accordance
with the plan contained in the approved Application for Permanent Closure.
If alterations to the plan are required, an amended Application for Permanent
Closure shall be submitted to the division for approval.

5. The approved Application for Permanent Closure of Underground Storage
Tank Systems shall be available for inspection upon request at the petroleum
site at the time of closure.

6. Division approval of the Application for Permanent Closure shall be valid
for twelve (12) months following such approval. However, such approval
shall not be transferable to another person during that twelve (12) month
approval time.

7. If permanent closure or change-in-service is not completed within twelve
(12) months, the tank owner and/or operator shall submit a new Application
for Permanent Closure to the division for approval at least thirty (30) days
before beginning underground storage tank system closure.
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To permanently close a tank, owners and/or operators shall empty and clean it
by removing all liquids and accumulated sludges. All tanks taken out of service
permanently shall also be either removed from the ground or filled with an inert solid
material such as a cement compound, sand, gravel, etc. The inert solid material
shall have a specific gravity greater than 1.0.

Continued use of an UST system to store a non-regulated substance is considered
a change-in-service. Before a change-in-service, owners and/or operators shall
empty and clean the tank by removing all liquid and accumulated sludge and conduct
a site assessment in accordance with paragraph (5) of this rule.

Should an owner and/or operator elect to excavate and remove a tank from the site,
such excavation and removal shall be done in accordance with Appendix 1200-1-
15-.07-A.

Once a tank has been excavated, it may be stored on-site or transported off-site
for storage or disposal. Excavated tanks which have not been cut into sections for
disposal shall be considered in storage and shall at all times, while in storage, be
maintained in a vapor-free state and stored in accordance with Appendix 1200-1-
15-.07-A.

Tanks shall not be stored at a UST facility unless they are maintained in a vapor-
free state, stored in accordance with Appendix 1200-1-15-.07-A, and one of the
following conditions are met:

1. (i) Tanks have been cleaned by removal of all liquids and accumulated
sludges; and
(ii) Tanks have been purged of vapors so that any explosive levels do

not exceed twenty percent (20%) of the lower explosive limit for
the regulated substance; and

(iii) Tanks have an opening or openings installed which comprise a
minimum of ten percent (10%) of the total tank surface area. Such
openings will not be considered openings if they are in contact or
contiguous with the ground or surface on which the tank may be
resting; or

2. Subparts 1(i) and (i) of this subparagraph have been complied with and there
are no remaining USTs either in use or in a temporarily closed condition at
the facility; or

3. Tanks which are removed from a UST facility and are intended for reuse at
the same or another facility as USTs may be stored at a UST facility if the
owner and/or operator meets the conditions described in subparts 1(i) and
(i) of this subparagraph, and either removes the tank off-site from a UST
facility or puts it back into service within thirty (30) days of excavation.

Tanks shall be stored in a manner which does not pose safety hazards. Tanks shall
be stored in a position with the tank’s center of gravity closest to the ground. Tanks
shall not be stacked. Tanks shall be secured so that they will not roll or slide across
a level or sloping ground surface.
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[NOTE: Transportation and disposal of tanks will be subject to all applicable Federal,
State, and local laws and regulations concerning the safe transportation and proper
disposal of such materials.]

Assessing the site at tank closure, tank compartment closure or change-in-service.

The required site assessment shall be performed after receipt of division approval of either an
Application for Permanent Closure of Underground Storage Tank System(s) or an Application
for Closure of Tank Compartment(s), but before completion of either the permanent closure,
tank compartment closure or a change-in-service. The required site assessment shall be
performed in accordance with guidance provided by the division.

(@)

Before permanent closure of a tank or a tank compartment or a change-in-service
is completed, owners and/or operators shall measure for the presence of a release
where contamination is most likely to be present at the UST site. The requirements
of this subparagraph are satisfied if one of the external release detection methods
allowed in rule 1200-1-15-.04(3)(e) and (f) is operating in accordance with the
requirements in rule 1200-1-15-.04(3) at the time of closure, and indicates no release
has occurred. Sampling shall meet the following requirements:

1. In selecting sample types, sample locations, and measurement methods,
owners and/or operators shall consider the method of closure, the nature
of the stored substance, the type of backfill, the depth to ground water, and
other factors appropriate for identifying the presence of a release.

2. At least one day before samples are taken, the owner and/or operator shall
notify the division concerning the schedule for sample collection.

Results of all samples taken during change in service or closure of the underground
storage tank system or closure of a tank compartment shall be reported to the
division within sixty (60) days of collection. Samples shall not be taken while the
underground storage tank system is in operation, except when tank compartment
closure is being conducted in accordance with paragraph (3) of this rule. Sample
results shall be submitted as an attachment to either a Permanent Closure Report
for Underground Storage Tank Systems or a Permanent Closure Report for Tank
Compartments.

The Permanent Closure Report for Underground Storage Tank Systems shall be
submitted in a format established by the division. The Permanent Closure Report
for Underground Storage Tank Systems shall be completed in accordance with the
instructions provided by the division.

The Permanent Closure Report for Tank Compartments shall be submitted in a format
established by the division. The Permanent Closure Report for Tank Compartments
shall be completed in accordance with the instructions provided by the division.

The report, either the Permanent Closure Report for Underground Storage Tank
Systems or the Permanent Closure Report for Tank Compartments, shall include,
but not be limited to, the following information:

1. The facility identification number assigned to the facility by the division;

2. Facility name and address;
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3. An updated post-closure site map;
4, Sampling, including field screening and laboratory analytical results;
5. Information concerning the removal, storage and/or disposal of tanks, piping

and other ancillary underground equipment; and

6. Information concerning the removal, remediation and/or disposal of
petroleum, petroleum waste, petroleum contaminated soil and/or ground
water.

(f) If contaminated soils, contaminated ground water, or free product as a liquid or vapor

is discovered under subparagraph (a) of this paragraph, or by any other manner,
owners and/or operators shall begin release response and corrective action in
accordance with rule 1200-1-15-.06.

(6) Applicability to previously closed UST systems.

When directed by the division, the owner and/or operator of an UST system permanently
closed before December 22, 1988 shall assess the site and close the UST system in
accordance with this rule if releases from the UST may, in the judgment of the division, pose
a current or potential threat to human health and the environment.

(7) Closure records.

Owners and/or operators shall maintain records in accordance with rule 1200-1-15-.03(5)
that are capable of demonstrating compliance with closure requirements under this rule. The
results of the site assessment required in paragraph (5) of this rule shall be maintained for
at least three (3) years after completion of permanent closure or change-in-service in one
of the following ways:

(a) By the owners and/or operators who took the UST system out of service;

(b) By the current owners and/or operators of the UST system site; or

(c) By mailing these records to the division if they cannot be maintained at the closed
facility.

APPENDIX 1200-1-15-.07-A

Removal Of Underground Tanks

(1) Preparation
(a) Drain product piping into the tank, being careful to avoid any spillage. Cap or remove
product piping.
(b) Remove liquids and residues from the tank by using explosion-proof or air-driven

pumps. Pump motors and suction hoses shall be bonded to the tank or otherwise
grounded to prevent electrostatic ignition hazards. It may be necessary to use a
hand pump to remove the last few inches of liquid from the bottom of the tank.
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NOTE: (The Federal Resource Conservation and Recovery Act (RCRA) 42 U.S.C.
Section 6901 et seq., and the Tennessee Hazardous Waste Management Act
(HWMA) Part 1 T.C.A. §68-46-101 et seq. place restrictions on disposal of certain
residues that may be present in some underground storage tanks. Residues from
tanks that have held leaded gasoline should be treated with extreme caution.
Lead compounds and other residues in the tank may be classified as hazardous

wastes).
(c) Excavate to the top of tank.
(d) Remove the fill pipe, gauge pipe, vapor recovery truck connection, submersible

pumps, and other tank fixtures. Remove the drop tube, except when it is planned to
vapor-free the tank by using an eductor. Cap or remove all non-product lines, such
as vapor recovery lines, except the vent line. The vent line shall remain connected
until the tank is purged. Temporarily plug all other tank openings so that all vapors
will exit through the vent line during the vapor-freeing process.

Purging

(a) Remove flammable vapors by one of the methods described in subparagraphs
(b) through (e) of this paragraph, or as required by local codes. These methods
provide a means for temporary vapor-freeing of the tank atmosphere. However, it
is important to recognize that the tank may continue to be a source of flammable
vapors even after following the vapor-freeing procedures described in subparagraphs
(b) through (e) of this paragraph. For this reason, caution shall always be exercised
when handling or working around tanks that have stored flammable or combustible
liquids. Before initiating work in the tank area or on the tank, a combustible gas
indicator shall be used to assess vapor concentrations in the tank and work area.
All work shall be done in accordance with Paragraph (3), “"Testing”

(b) Vent all vapors from the tank at a minimum height of twelve (12) feet above grade
and three (3) feet above any adjacent roof lines until the tank is purged of flammable
vapors. The work area shall be free from sources of ignition.

(c) Flammable and combustible vapors may be purged with an inert gas such as carbon
dioxide (CO,) or nitrogen (N,). This method is not to be utilized if the tank is to be
entered for any reason, as the tank atmosphere will be oxygen deficient. The inert
gas is to be introduced through a single tank opening at a point near the bottom of
the tank at the end of the tank opposite the vent. When inert gases are used, they
shall be introduced under low pressure to avoid the generation of static electricity.
When using CO, or N,, pressures in the tank shall not exceed five (5) pounds per
square inch gauge.

Caution: The process of introducing compressed gases into the tank may create a
potential ignition hazard as the result of the development of static electrical charges.
The discharging device shall therefore be grounded. Explosions have resulted from
the discharging of CO, fire extinguishers into tanks containing a flammable vapor-air
mixture. CO, extinguishers shall not be used for inerting flammable atmospheres.

(d) If the method described in (c) is not practical, the vapors in the tank may be

displaced by adding solid carbon dioxide (dry ice) to the tank in the amount of at
least 1.5 pounds per 100 gallons of tank capacity. The dry ice should be crushed
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and distributed evenly over the greatest possible area in the tank to promote rapid
evaporation. As the dry ice vaporizes, flammable vapors will flow out of the tank and
may surround the area. Therefore, where practical, plug all tank openings except
the vent after introducing the solid CO, and continue to observe all normal safety
precautions regarding flammable or combustible vapors. Make sure that all of the
dry ice has evaporated before proceeding.

Flammable vapors may be exhausted from the tank by one of two methods of tank
ventilation listed below:

1. Ventilation using an eductor-type air mover usually driven by compressed
air. The eductor-type air mover shall be properly bonded to prevent the
generation and discharge of static electricity. When using this method,
the fill (drop) tube shall remain in place to ensure ventilation at the bottom
of the tank. Tanks equipped with fill (drop) tubes that are not removable
should be purged by this method. An eductor extension shall be used to
discharge vapors a minimum of twelve (12) feet above grade and at least
three (3) feet above any adjacent roof line.

2. Ventilation with a diffused air blower. When using this purging method, it
is imperative that the air-diffusing pipe is properly bonded to prevent the
discharge of a spark. Fill (drop) tubes shall be removed to allow proper
diffusion of the air in the tank. Air supply should be from a compressor that
has been checked to ensure a clean air supply and is free from volatile
vapors. Air pressure in the tank shall not exceed five (5) pounds per square
inch gauge.

The tank atmosphere and the excavation area are to be regularly tested for
flammable or combustible vapor concentrations until the tank is removed from both
the excavation and the site. Such tests are to be made with a combustible gas
indicator which is properly calibrated according to the manufacturer’s instructions and
which is thoroughly checked and maintained in accordance with the manufacturer’s
instructions. Persons responsible for testing shall be completely familiar with the
use of the instrument and the interpretation of the instrument’s readings.

The tank vapor space is to be tested by placing the combustible gas indicator
probe into the fill opening with the drop tube removed. Readings should be taken
at the bottom, middle, and upper portions of the tank, and the instrument should be
cleared after each reading. If the tank is equipped with a non-removable fill tube,
readings are to be taken through another opening. Liquid product shall not enter
the probe. Readings of twenty percent (20%) or less of the lower flammable limit
shall be obtained before the tank is considered safe for removal from the ground.

Tanks purged with an inert gas shall be sampled with an oxygen indicator and the
oxygen content shall be considered while interpreting combustible gas indicator
results.

Removal

(a)

After the tank has been freed of vapors and before it is removed from the excavation,
plug or cap all accessible holes. One plug shall have a one-eighth of an inch vent
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hole to prevent the tank from being subjected to excessive differential pressure
caused by temperature changes. The tank shall always be positioned with this vent
plug on top of the tank during subsequent transport and storage.

Excavate around the tank to uncover it for removal. Remove the tank from the
excavation and place it on a level surface. Use wood blocks to prevent movement
of the tank after removal and prior to loading on a truck for transportation. Use
screwed (boiler) plugs to plug any corrosion holes in the tank shell.

Precautions shall be taken to assure any vapors left in the tank do not reach a
combustible level. If this situation occurs, the tank shall be purged according to
Section (2).

Before the tank is removed from the site, the tank atmosphere shall be checked
with a combustible gas indicator to ensure that it does not exceed twenty percent
(20%) of the lower flammable limit.

The tank shall be secured on a truck for transportation to the storage or disposal
site with the one-eighth of an inch vent hole located at the uppermost point on the
tank. Tanks shall be transported in accordance with all applicable local, state, and
federal laws and regulations.

Tanks shall be labeled after removal from the ground but prior to removal from the
site. Regardless of the condition of the tank, the label shall contain a warning against
certain types of reuse. The former contents and present vapor state of each tank,

including vapor-freeing treatment and data shall also be indicated. The label shall
be similar to the following in legible letters at least two (2) inches high:

Tank Has Contained Leaded Gasoline*
Not Vapor Free
Not Suitable For Storage Of Food Or Liquids
Intended For Human Or Animal Consumption

Date Of Removal: Month/Day/Year

*Or other flammable/combustible liquid. Use the applicable designation, for example,
DIESEL.

Tanks that have held leaded motor fuels (or whose service history is unknown) shall
also be clearly labeled with the following information:
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Tank Has Contained Leaded Gasoline
Lead Vapors May Be Released If Heat

Is Applied To The Tank Shell

Storage Of Used Tanks

Storage Procedures

(a)

(b)

Tanks shall be vapor-freed before being placed in storage. Tanks shall also be free of all
liquids and residues. All tank openings shall be tightly plugged or capped, with one plug
having a one-eighth of an inch vent hole to prevent the tank from being subjected to excessive
differential pressure caused by temperature changes. Tanks shall be stored with the vented
plug at the highest point on the tank. All tanks shall be labeled.

Used tanks shall be stored in secure areas where the general public will not have access.

Rule 1200-1-15-.09 Administrative Guidelines and Procedures for the Tennessee Petroleum Underground
Storage Tank Fund. is amended by deleting it in its entirety and replacing it with the following:

1200-1-15-.09 ADMINISTRATIVE GUIDELINES AND PROCEDURES FOR THE TENNESSEE PETRO-
LEUM UNDERGROUND STORAGE TANK FUND.

(1)

)

@)

Purpose.

This rule establishes administrative guidelines and procedures to determine the manner
in which disbursements are made from the Tennessee Petroleum Underground Storage
Tank Fund and to implement the purposes and objectives of the Tennessee Petroleum
Underground Storage Tank Act.

Applicability.

(a) Requirements of this rule apply to all owners and operators of an underground storage
tank system as defined in rule 1200-1-15-.01(4) except as otherwise provided for
in rule 1200-1-15-.01(2)(b). However, the requirements of this rule do not apply to
those tanks owned by state and federal entities whose debts and liabilities are the
debts and liabilities of a state or the United States.

(b) Petroleum site owners eligible for fund reimbursement shall only be reimbursed for
those fund eligible and reasonable costs which accrued on or after July 1, 2002.

Fund Eligibility Requirements.

(a) Every owner of an UST is required to register that tank with the division in accordance
with rule 1200-1-15-.03(1). The owner and/or operator is required to annually pay
the required fee for each tank compartment described in rule 1200-1-15-.10(2) and
rule 1200-1-15-.10(5)(c). Owners and/or operators satisfying the requirements of
this paragraph will have established fund eligibility. Before the owner and/or operator
or petroleum site owner will receive fund benefit, the applicable entry level amount
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to the fund must be expended as approved costs by the owner and/or operator or
petroleum site owner and/or financial assurance provider. The applicable entry level
is the entry level in effect on the date of the release as set forth in subparagraph
(7)(b) of this rule.

Every owner or operator of an UST is required to maintain fund eligibility.

Requirements to maintain eligibility are as follows:

1. The owner or operator shall remain in substantial compliance for each UST.
If a UST does not remain in substantial compliance, the owner or operator
is not eligible for fund benefits for the site containing the non-complying
UST.

2. Annual payment of underground storage tank fees for tanks and/or tank
compartments is required for each UST until such time as the permanent
closure of the tank or the tank compartment or change-in-service
requirements of rule 1200-1-15-.07(3) through rule 1200-1-15-.07(5) are
satisfied.

3. The owner or operator shall maintain the records as required in Chapter
1200-1-15 and submit or make them available to the division upon request
or as directed in regulation.

4, All records maintained as required in part (b)3. of this subparagraph shall
be retained by the owner and/or operator until one of the following is
ac